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Safety Is No Accident 


Companies with outstanding records of accident prevention aren’t just “lucky”. They 
follow individual loss-control plans specifically designed to protect their personnel and 
property from costly accidents. 


Johnson & Higgins property and casualty insurance specialists have drafted successful 
loss-control plans for many such companies—plans that were created after careful field 
studies by J&H’s trained staff of experienced fire and safety engineers. 

J&H is one of the few insurance brokerage organizations which can offer the benefits of 


its own staff of fire and safety engineers. Because losses ultimately increase future pre- 
miums under almost every rating, a J&H loss-control plan is the best way to reduce insur- 


ance costs. 


JOHNSON & HIGGINS 


INSURANCE BROKERS—AVERAGE ADJUSTERS 
EMPLOYEE BENEFIT PLAN CONSULTANTS 


63 WALL STREET +: NEW YORK 5 
Chicago - San Francisco - Los Angeles + Detroit - Cleveland - Philadelphia + Pittsburgh -» Buffalo 


Seattle - Wilmington - Minneapolis + Atlanta - Vancouver » Winnipeg - Montreal - Toronto » London 
Havana + Rio de Janetro + Sao Paulo + Curitiba - Caracas + Maracaibo + Puerto La Cruz 
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THE IAS LIFE SCHOLARSHIP PRIVILEGE 


One of many attractive features of the 
IAS home study training plan, the Life Scholarship Privilege, has made 
a substantial contribution to the success of thousands of IAS graduates. 
The ninety-assignment IAS Diploma Course includes fifty advanced elective assignments 
selected by the student—those which will be of the greatest immediate benefit. On graduation, 
each student becomes entitled to all additional 

elective courses in the present IAS curriculum 

with full educational service and consultation privileges. 


The courses included in this Life 
Scholarship arrangement (with the e With this broad curriculum at his command, each 
IAS student can study first those subjects needed im- 


mediately and can then broaden his knowledge of 


number of comprehensive study 
assignments indicated) are: 
accounting and management through study of addi- 
BASIC AUDITING (10) 

PUBLIC AUDITING (20) 

INTERNAL AUDITING (20) 

BASIC COST ACCOUNTING (10) 
ADVANCED COST ACCOUNTING (20) 
CORPORATION ACCOUNTING (10) 
MANAGEMENT CONTROL (20) 
BUSINESS STATISTICS (10) 
CORPORATION FINANCE (10) 
ECONOMICS (10) 

OFFICE MANAGEMENT (20) 
ACCOUNTING LAW (10) 

FEDERAL INCOME TAX (10) 

CPA COACHING (20) 


tional electives. 


e There is no additional charge for the Life Scholar- 
ship Privilege. It is included in the reasonably low 
enrollment fee for the Diploma Course. 





The school’s 24-page Catalogue A is avail- 
able free upon request. Address your 
card or letter to the Secretary, IAS .... 


INTERNATIONAL ACCOUNTANTS 
SOCIETY, INCORPORATED 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 


IAS 18 AN ACCREDITED SCHOOL, ACCREDITED BY THE ACCREDITING COMMISSION OF THE NATIONAL HOME STUDY COUNCIL 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 






Contents for January 1959 






1. To establish, coordinate and maintain 
through authorized management, an integrated 
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plan for the control of operations. Such a plan Page 

— provide, al extent ig in Ye PLANNING FOR CORPORATE GROWTH—An analysis of forecasts of 
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forecasts, proft planning, and programs for economic growth and their relation to fundamentals of planning 

capital investment and financing, together with for corporate growth—Helge Holst. . . . . . . ... dd 

the necessary procedures to effectuate the pian. 

HAPPY NEW YEAR: HAPPY BUDGETING—A case study of U.S. Gypsum 

2. To measure performance against approved taclllisteated facto tina=—Charles F 
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the design, installation and maintenance of TAX HIGHLIGHTS OF 1958—J. Henry Landman. . . . . . . 20 

accounting and cost systems and records, the e ee : : 

determination of accounting policy and the HOW TO CONTROL “REPORT-ITIS’’—Time saved in preparing or 

compilation of statistical records as required. reading reports can be used for other creative efforts—Ray Marien . 24 
3. To measure and report on the validity of 

the objectives of the business and on the effec- 

tiveness of its policies, organization structure 

and procedures in attaining those objectives. 

This includes consulting with all segments of DEPARTMENTS 

management responsible for policy or action i 

concerning any phase of the operation of 7 SORRE SH OMEEINCE: ce Seo See Ps ie ee pon Ea Ee po eens 

business as it relates to the performance of this 
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quired, and to supervise all matters relating 
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5. To interpret and report on the effect of 

external influences on the attainment of the BUSINESS BUDGETING 

objectives of the business. This function in- ‘ 

cludes the continuous appraisal of economic Reviewed by Edward H. Eaton 

and social forces and of governmental influ- 

ences as they affect the operations of the 

business. OI rc ce ER eee ee 
6. To provide protection for the assets of PERSONAL NOTES a : ae 44 
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and auditing, and assuring proper insurance 
coverage. 
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World’s fastest data processing system... 
all-transistorized, with up to 5 times the 





Capacity... more for your computation dollar 


Transac also conserves valuable floor 
“ 7 i LC 0 Trarnscaes S = 2 rt] t] 1] space, requires little site preparation and 
no costly air conditioning—giving you the 
most economical large scale installa- 


No other data processing system on the tion possible. ; 
market can match the revolutionary See Transac ... First From Phileco.. . 
Phileo Transac S-2000 Computer for now available on sale or rental plans. 
speed, capacity and reliability. tispilinabcdho caiman tne adam hades 
ce, Before you select your large scale data tunities at Phileo for computer engineers. 
*. processing system . . . compare Transac 
for performance—here is capacity to 
ns solve the most complex problems many 

oe. times faster than conventional vacuum 
4 tube systems; compare Transac for reli- 

‘ ability and multi-million hour transistor ® 


of dependability — AVAILABLE Now. GOVERNMENT & INDUSTRIAL DIVISION 


A. @°-TRANSAC!*—TRADEMARK OF PHIL 


RitION FOR THANGIEOR AUTOMATIC. COMPUTED 4700 Wissahickon Avenue 
Philadelphia 44, Pennsylvania 
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HOW DO YOUR PURCHASING ETHICS MEASURE UP? 


Editors, THE CONTROLLER: 

The article entitled ‘The Controller 
Looks at the Purchasing Department’ by 
Hans C. Todt in your December issue of 
THE CONTROLLER was an interesting one 
and covered an aspect of the purchasing 
department which does not receive as 
much publicity as does at least one other 
facet of purchasing activities. 

The September 1, 1958 issue of Pur- 
chasing carried an extremely interesting 
article entitled “Dishonesty in the Pur- 
chasing Department” which should be of 
interest to all controllers, even though 
they are aware of the subject matter. Per- 
tinent parts of that article are attached to 
this letter. 


CraliG N. SMITH 
New York 


DISHONESTY 
IN THE PURCHASING DEPARTMENT 


With temptation all around, industry 
must build a strong defense against fraud 
and cheating. A management consultant 
claims the purchasing department can be 
a weak spot and offers his program for 
keeping buyers honest.” 


By Leonard Sloane 
JOHN M., a buyer for a medium-sized 
company, decided one day that his salary 
was inadequate for his needs. He deter- 
mined to increase his income and spent 
many hours thinking up a plan. He finally 
hit upon a scheme that raised his standard 
of living considerably before he entered 
the state penitentiary. 

John’s method revolved around the co- 
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operation he received from a number of 
unscrupulous vendors who were anxious 
to increase their sales at any cost. From 
time to time, these suppliers would de- 
liver their shipments to John’s home in- 
stead of the plant. John would O.K. the 
invoices and the suppliers would be paid. 
Meanwhile, the merchandise would be 
sold by John through private sources. 

Of course, this case is the exception to 
the rule. Of the thousands of buyers and 
purchasing agents throughout the country, 
the vast majority are honest. Yet the prob- 
lems of kickbacks and manipulations of 
purchase orders are nevertheless quite se- 
rious ones for the purchasing profession. 


PROPER CONTROLS 


“Companies are more dependent for’ 
survival on the buyer and purchasing © 
agent than ever before in the last two dec- | 
ades,”” says Norman Jaspan, head of the} 
New York management engineering firm” 
of Norman Jaspan Associates. “It’s im-7 
portant, therefore, to set up proper con-" 
trols to reduce the opportunities for dis- 7 
honesty. I call that preventive manage- | 
ment.” : 

Jaspan estimates internal theft of mer- | 
chandise and equipment costs business at 
least $1 billion a year. Perhaps even more 
surprising is his claim that more than half 
of those who are caught are well-paid 
trusted executives and supervisors. In a 
substantial number of these cases, he says, 
the trouble is in the purchasing depart- 
ment. 

Jaspan charges that in recent years there 
has been an increase in business dishon- 
esty—often in the buyer-vendor relation- 
ship. It takes various forms: maybe a sup- 
plier will give a buyer a “‘loan’”, set u 
call girl or gambling charge accounts, rs 
nance a stock market fling, or, more often, 
distribute expensive gifts or provide lav- 
ish entertainment. Some even put a buyer 
or members of the buyer’s family on the 
company payroll. 


INFERIOR GRADES 


One of the stories often told is that of 
the purchasing agent for a large hotel 
chain. The P.A. set up standard kickback 
rates which all suppliers were required to 
pay if they wanted any orders. Liquor 
suppliers had to kickback three to five per 
cent of the invoice price, vendors of fruits 
and vegetables had to pay five to 10 per 
cent, and meat vendors had to pay seven 
per cent. 

Another gimmick the P.A. used was to 
accept inferior merchandise, while author- 
izing payment for premium grades. Even- 
tually he was caught. 

“About 25 per cent of all people are 
basically dishonest,” according to Jaspan. 
“Another 25 per cent are basically honest. 
The remainder are honest or dishonest ac- 
cording to circumstances. The director of 
purchases or purchasing agent should see 


(Continued on page 6) 
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After positioning document to be copied at Fairmont Foods Company, operator of XeroX® No. 4 camera (above) swings copyboard to vertical axis for reduction 
exposure. Resulting electrostatic image is developed in XeroX processor (extreme right) and fused for permanency in XeroX heat fuser (beneath clock). 


at FAIRMONT FOODS COMPANY, omana, NEB. 


@ Increases production schedules 200% @ Permits enlargements or reductions from originals 
@ Releases 50% of former production space @ Improves quality of finished product 100% 


In a food sales firm the size of Fair- 
mont Foods Company of Omaha, 
which grosses more than $100 million 
annually, communications are of prime 
importance. Anything that can be done 
to speed information to Fairmont’s 50 
branch offices in 32 states means time 
and money saved. 

Since Fairmont installed XeroX 
copying equipment, it has cut produc- 
tion costs 50%, increased production 
schedules by 200%, released for other 
office purposes 50% of the space for- 
merly devoted to reproduction facili- 
ties, and is producing an end product it 
deems 100% superior to former efforts. 

Monthly, Fairmont mails 1,500 fi- 
nancial statements to branch offices 
plus sales brochures, office and special 
forms, and budget reports. 





It used to require a crew of four, 
working five days a week each month, 
just to turn out the financial state- 
ments. Now, two persons do the job in 
two days by using xerography. Costs 
have been cut from 10 cents a state- 
ment to four cents, and the statement 
is now more readable. 

In another application, the prepara- 
tion of sales brochures, xerography has 
cut costs 50 cents each. Thus, every 
time Fairmont sends out 1,000 bro- 
chures— not an unusual number—it 
saves $500. 

Xerography is a clean, fast, dry, elec- 
trostatic process copying anything writ- 
ten, printed, typed, or drawn—in the 
same, enlarged, or reduced size—onto 
offset paper masters for multiple runoff 
on offset duplicators. 


Let us show you with facts and fig- 
ures how versatile xerography can cut 
your duplicating costs for all kinds of 
paperwork. 

WRITE for proof-of-performance 
folders showing how xerography is sav- 
ing time and thousands of dollars for 


companies of all kinds, large and small. 
Hatow Xerox Inc., 59-121X Haloid 


Street, Rochester 3, N. Y. Branch offices 
in principal U. S. and Canadian cities. 


Overseas: RANK-XeERox Limitep, London, England. 


HALOID 
XEROX 
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IN THE CONTROLLER 


%e WHEN IS A LEASE A SALE 
% USING IDP FOR INVENTORY CONTROL 


THE CORPORATE CONTROLLER 


Part Ill of a three-part series 








to it that the circumstances at his company 
encourage honesty. 

“It's a simple fact: 99 per cent of all 
dishonest practices are committed by em- 
ployes who were honest when first em- 


ployed.” 


NEED PLANNED PROGRAM 

By adopting a planned program, pur- 
chasing agents can eliminate most forms 
of dishonesty that might exist in their de- 
partments. This program contains these 
two basic proposals: 

1. The philosophy that kickbacks are a 
standard practice in the trade and must 
therefore be tolerated should NOT be ac- 
cepted. 

2. All purchasing personnel should be 
informed that they are expected to main- 
tain proper business relationship at all 
times. This should be put in writing and 
set forth as official company policy. 

With these proposals as a guide, Jaspan 
has outlined a plan for purchasing agents 
to establish in their own companies. Here 
are the essential points: 

1. P.A.’s must emphasize to all their 
buyers that they risk dismissal when they 
accept gratuities of more than token 
value. Buyers should also be informed 


that they are violating the law when they 
do this. 

2. Buyers must be made aware that the 
company can and does find out about 
kickbacks. They should be instructed to: 

a. Refuse to purchase from vendors 
who are relatives or from firms in which 
they have a financial interest, without the 
as a of the purchasing agent. 

. Refrain from buying from finan- 
cially risky suppliers. 

3. Buyers should authorize their com- 
pany, upon employment or promotion, to 
make a careful check of their financial re- 
sources. 


FULL DISCLOSURE 


“I don’t see why this type of investiga- 
tion hasn’t been standard operating pro- 
cedure all along,” states Jaspan. ‘Full dis- 
closure of financial resources is demanded 
by banks when they extend credit of sev- 
eral thousand dollars on a home or even 
an installment credit loan of a few hun- 
dred dollars. There should be no timidity, 
then, in insisting on full disclosure from 
a buyer or purchasing agent responsible 
for purchasing millions of dollars worth 
of goods per year.” 








TE COMNTROMER........:.;.:. 


ic Soaks ek aa eal JANUARY 1959 


4. Both vendors and buyers should be 
reminded at Christmas time that employes 
are prohibited from accepting gratuities, 
except for token gifts not exceeding a 
stated nominal value. They should also be 
told that all gifts must be delivered to the 
place of business. 

Mail room personnel should be in- 
structed to record all packages addressed 
to buyers—indicating from whom, for 
whom, and a description of the article or 
package. Then, after January 15 buyers 
should be required to submit a list of 
vendors who sent them gratuities and a 
description of the items and their worth. 

‘The mere announcement of a program 
like this would be a sizable deterrent to 
dishonesty,” Jaspan says. “‘It’s far more 
important to stop dishonesty before it 
starts than to take corrective action after 
the first mistake has been made. By that 
time, the damage has already been done.” 

The consultant concludes that buyers 
should not rationalize kickbacks by any 
false standards of morality. He feels that 
the buyer who admitted getting $10,000 
from vendors each year for placing orders 
directly with company officers has no leg 
to stand on. Says Jaspan, “it’s true the 
supplier would have had to pay a sales- 
man’s commission otherwise. But when 
the buyer gets the same money, that’s not 
only immoral. It’s downright illegal.” 


Reprinted from September 1, 1958 issue of 
PURCHASING Magazine, 205 East 42nd St., 
New York 17, N.Y. 


EDUCATIONAL DISCOUNTS 


Editors, THE CONTROLLER: 


I am presently attending Louisiana State 
University Graduate School working on a 
Master’s of Business Administration with 
a major in accounting. I have had many 
occasions to refer to your various publica- 
tions and have benefited greatly from the 
information presented. I would appreciate 
hearing from you in regards to current 
rates and other information concerning 
your publications. 


LLOYD BRANDT, JR. 
Louisiana State University 
Baton Rouge, La. 


The annual subscription to THE CON- 
TROLLER is $6.50 (12 issues) but there is a 
special rate for educational and library sub- 
scriptions which is $4.30 a year. An educa- 
tional discount of 20% is available on all 
publications issued by Controllership Foun- 
dation. —The Editors 





Space Planners _ Interior Designers 


53 Park Pl., New York 7, N. Y., Worth 2-6080 
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Financing Corporate Growth: 
The Role of Intermediaries 


The growth of financial intermediaries—banks, life in- 
surance companies, pension funds, investment firms, credit 
unions, etc.—has been an increasingly prominent feature of 
the money marts. Since the end of World War II, for ex- 
ample, such institutions have handled about 80 per cent of 
the savings of individuals in the United States. At the end 
of 1956, roughly $1,300 was held by them for every Amer- 
ican man, woman and child. In 36 years the total held by 
these institutions had grown from $25 billion to $220 billion. 

A great part of the investment by intermediaries—about 
$5 billion a year recently—has been in stocks and corporate 
bonds. Life insurance companies, pension funds and in- 
vestment companies especially reinvest a great deal of 
money this way. Between 1951 and 1956 these provided 
about 70 per cent of all mew money raised by corporate 
bond issues, about 45 per cent of the total raised through 
sale of new stock. Their growth has been a major factor in 
the rapid expansion of American business in the past four 
decades. 

To explore the implications of this growth for business- 
men, a study was undertaken by the Business Executives 
Research Committee of Dartmouth College. Its findings, 
recently published in a booklet, “Financing Corporate 
Growth Through Investment Institutions,” indicate chang- 
ing investment patterns and their possible influence on cor- 
porate policies, both in finance and other areas. The new 
industrial goals, to lift our economy still higher, will be 
realized, it is pointed out, only through the continued de- 
velopment of these financial intermediaries. 


Education Support Growing 


More than one per cent of net income is being contrib- 
uted by leading American companies to support educa- 
tional needs and colleges and universities are receiving a 
larger percentage of the total grants made by business cor- 
porations. These are some of the findings in a survey of 275 
major companies recently conducted by the Council for Fi- 
nancial Aid to Education. 

The 275 companies which returned usable inquiry forms 
gave $28,675,988 to education during 1956, or 34 per 
cent of their total contributions of $84,407,827. For char- 
itable purposes the companies gave $41,781,028 or 49.8 
per cent of the total; and for business purposes (member- 
ships, contract research, etc.) $13,950,811 or 16.2 per cent. 





The 1957 survey confirmed the finding in the 1954 
canvass that business concerns make few gifts for endow- 
ment. Not quite one per cent of the tabulated total in the 
1957 survey represented endowment grants. 

Nearly 70 per cent of the total contributions to educa- 
tion was given for three purposes: unrestricted use, current 
operations, 35.7 per cent; student financial aid, 19.5 per 
cent; and plant, 14.5 per cent. The average rate of giving 
for all 275 firms studied was 0.76 per cent of net income 
before taxes. 

As in previous surveys, the smallest companies contrib- 
uted at the highest rate for all purposes. In the current sur- 
vey, two companies each having under 500 employes gave 
4.6 per cent of net income before taxes, as compared with 
the rate of 0.69 per cent for 31 companies in the 10,000- 
20,000 employe range, and 0.75 per cent for 58 companies 
each having more than 20,000 employes. 


Farewell, P&L 

According to the most recent survey of the American In- 
stitute of Certified Public Accountants, the traditional title 
“profit and loss statement’’ is fast disappearing from ac- 
counting terminology. In 1946, the American Institute re- 
ported 236 companies using that designation. The AICPA 
found only 39 of the companies studied for 1957 using the 
old term. Instead, ‘“‘income statement’ or ‘statement of 
earnings’’ is most common. 

Ditto for the term ‘‘balance sheet,’’ which has lost much 
ground to ‘‘statement of financial position” (or ‘financial 
condition”). Among other findings reported in “Account- 
ing Trends and Techniques” ($15 per copy from AICPA, 
270 Madison Avenue, New York) are these: 


1. A slight decrease in the number of companies paying 
cash dividends (down from 582 in 1956 to 576 in 
1957); 

2. An increase in companies having employe stock option 
plans (361 in 1957, compared to 209 in 1955); 

3. A slackening of the trend to adopt the Lifo inventory 
costing method (a net increase of only four companies 
for the past two years, compared with 38 for the three 
previous years) ; and 

4. A greater number of corporations limited to a maximum 
cash dividend payout primarily by the terms of indebted- 
ness and credit agreements (up to 380 in 1957 from 
334 in 1954). 


Happier New Year! 

May each of our readers better his personal earnings in 
1959 as compared with the past year! We are moved to ex- 
press this hope after noting a year-end report of a survey 
which found that in 1958 the average man in management 
received no increase in compensation. And bonuses were 
lower, and fewer, than in the past year. 

All this plus a most difficult, highly competitive business 
atmosphere in 58. Happier (we repeat) New Year! 

—PAUL HAASE 
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is the real price they’re paying 
for expensive, complicated 
systems 


OFFICE AU 


Today, many companies find that office disruption 








Yet there is a low-cost method adaptable to most companies’ present operations 


, 


To many businessmen, the word “automation’ 
is new enough to appear almost magical. To 
those laboring under inadequate office rou- 
tines, it promises an immediate and painless 
end to bottlenecks, a standardization of pro- 
cedures, faster processing of management’s 
vital facts and figures. 


Yet, to others—already involved in an auto- 
mated office—it’s a different story. They’ll tell 
you that there are drawbacks, too. Hidden 
drawbacks that put a lot in the way of getting 
the results they want. Mostly, it’s complicated 
machinery and all that goes with it. Great 
expense, of course; specialized personnel; 
training and indoctrination. And, finally, an 
often considerable alteration in proven busi- 
ness methods that forces a company into an 
operational straitjacket. 


Faced with this reality, more and more busi- 
nessmen are searching for a way to institute 
the office automation they need—without un- 
due cost, complexity or confusion. 


That way is with the machines and methods 


that make up the Automatic Keysort System. 
For today, Keysort is cutting automation 
down to size with a highly-flexible system that 
fits easily into your present operations. 


With Automatic Keysort, original records 
can be mechanically created with either the 
Keysort Data Punch or Duplicating Punch— 
simply and accurately, at their point of origin. 
Complete processing of these same records is 
provided by the Keysort Tabulating Punch 
which automatically punches, adds and totals 
quantities and amounts. 


Automatic Keysort today offers you the sim- 
plest means of instituting the practical office 
automation you need for complete modern 
management control. With little or no change 
in your existing methods. Without the need 
for specialized personnel. And at remarkably 
low cost. 


Call your nearby Royal McBee Data Proc- 
essing Representative, or write Royal McBee 
Corporation, Data Processing Division, Port 
Chester, N. Y. for illustrated brochure S-565. 


ROYAL M°BEE :: da processing division 


NEW CONCEPTS IN PRACTICAL OFFICE AUTOMATION 
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Planning 


for Corporate Growth 


Helge Holst 


W hat is | pure 2 for corporate 
growth and is it necessary? 


HERE IS NO QUESTION that many com- 
aonies have grown without planning. 
On the other hand, it is equally clear that 
many companies have failed for lack of 
foresight. Likewise, a number of organi- 
zations outstrip their competitors, in part 
at least, through proper planning. The 
real question, therefore, is: Can profits 
and security be increased by forethought? 

If so, what is the secret of this kind of 
planning? 

Although planning for corporate 
growth might be described at great 
length, for the present purpose let us 
agree that “planning for corporate 
growth” as we use it here means fore- 
thought aimed to permit better use of 
corporate assets for profit and security. 
Putting it more explicitly, let us conceive 
of this kind of planning as a deliberate 
attempt to foresee the future as best we 
can and to provide courses of action by 
which an industrial organization can at 
least survive, but preferably increase its 
profits with safety, and possibly on a 
larger scale. Note particularly that ex- 
pansion is not sought for its own sake. 
Observe also that planning within our 
concept seeks profitability, but in doing 
so concedes that an organization should 
be given the opportunity to select between 
alternative courses for the purpose of 
gaining its objectives to a maximum ex- 
tent. 

It is well to emphasize that forward 
planning is desirable even if an organiza- 
tion does not contemplate growth. It is 
clearly evident that in the competitive 
economy of this country products lose 
their consumer acceptance through obso- 
lescence. Processes become obsolete if 
they do not permit the lowest obtainable 















operating costs. Markets that exist at one 
time may entirely disappear at a future 
date. Accordingly, any organization which 
merely wishes to survive or does not de- 
sire to shrink from its present position 
must make provision for continual re- 
newal. Well conceived, this effort to com- 
bat obsolescence and to introduce neces- 
sary innovations constitutes forward plan- 
ning. As stated, however, planning for 
the future can be designed to accomplish 
more than merely counteracting obsoles- 
cence. Optimistically, such planning can 
contemplate a maximizing of profits. 
While no growth is proposed merely for 
growth’s sake, even minimal planning 
should permit an organization to consider 
and evaluate alternatives and thus permit 
wiser selection of the corporate future. 


WHAT IS THE OUTLOOK? 


No industrial organization operates in 
a vacuum. Accordingly, a company cannot 
plan its economic future without adequate 
cognizance of the state of the economy of 





An analysis of forecasts of economic 
growth and their relation to fundamen- 
tals of planning for corporate growth 


the country. Therefore, an essential ele- 
ment in planning for corporate growth 
must be a careful and comprehensive 
evaluation of the over-all future economy. 
Many economists have made their predic- 
tions and although one may question any 
particular forecast in some specific particu- 
lar, there is general agreement as to the 
over-all pattern. 

It should be added that the forecasts 
which have been made are based on 
factors which do not appear to have been 
reversed or seriously aftected by the recent 
recession. It is noteworthy that even at 
the bottom of this hiatus in the march of 
prosperity our laboring force numbered 
approximately 60 million, gross national 
product remained extremely high, and un- 
employment did not exceed 10%. Al- 
ready we are told that the national econ- 
omy has regained a pace which seems likely 
to make 1958 a year of greater gross in- 
come than any preceding period. Many 
other factors such as population growth, 
progress in productive equipment, and the 
like remained unaffected. 











HELGE HOLST received his B.S. from MIT in 1931 and his 
LL.B. from Harvard Law School in 1934 with special study 
in taxation. After graduation he was with the New England 
Regional Office of the National Industrial Recovery Admin- 
istration and Lever Bros. Co. until, in 1945, he joined 
the staff of Arthur D. Little, Inc., industrial 
and consulting firm of Cambridge, Mass., as assistant to 
the president. Shortly thereafter he was appointed assist- 
ant treasurer and contracting officer. In 1953 he assumed 
his present post of treasurer supervising financial affairs. 
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CHART 1 


Cross [ational Hoduct 
in Billions of 1951 Dollars 


1930 1940 


Gross National Product. Chart 1 por- 
trays gross national product since 1930 
and projects a forecast to 1975, indicating 
an expansion from a gross national 
product of $434 billion in 1957 to $835 
billion in 1975. 

Population and Labor Force. Chart 2 
indicates that within the same time period 
total population will increase by some 64 
million, of which 23 million will have 
been added to the labor force. The re- 
maining 41 million will comprise chil- 
dren, older persons and nonworkers. 

Productivity and the Work Week. The 
trend to reduced length of work week in 
1930 to 35 hours or less per week in 1957 
is shown in Chart 3. While hours of work 
are shown as decreasing, fortunately out- 
put per man hour is shown as increasing. 

Spending for Research and Develop- 
ment. Chart 4 shows expenditures for re- 
search and development by both industry 
and government, indicating a rapidly ris- 
ing rate of expenditure. 

Productive Capacity. Chart 5 indicates 
business spending and manufacturing 
capacity. The only significance which need 
be drawn from this chart is that spending 
for capital goods has been increasing since 
1940 at a very substantial rate. 

Spending. Chart 6 perhaps gilds the 
lily. It is intended to show the increase in 
spending by consumers, government and 
business and indicates that each category 
will undergo marked increase in the 18- 
year period. 

The Outlook for Capital Goods. An- 
other finding of these studies is of im- 
portance. This indicates that based on an 
extensive survey it was found that 48% 
of all manufacturing capacity was in- 
stalled prior to 1945—19% was put in 
place between 1945 and 1950 and only 
33% between December 1950 and De- 
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cember 1957. Composite estimates have 
indicated that the latest machine tools 
are about 40% more productive than 
1948 models. This greater productivity 
and corresponding economy is, of course, 
known to progressive management. Ac- 
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cordingly, when the companies surveyed 
were asked how much of their equipment 
they would like to replace, the figures in- 
dicated that modernization of over-age 
facilities (meaning only what is really 
obsolete by today’s production standards) 
would require an investment of $95 bil- 
lion or nearly $20 billion per year for five 
years. To this would be added further ex- 
penditures of $8 billion to $10 billion 
per year for continuing modernization, 
It can be concluded that there is a vast 
market for capital goods. 

It is believed also that competition will 
compel substantial investment for this 
reason. If productivity is to keep up with, 
and preferably exceed, the cost of labor, 
there must be continuing and progressive 
modernization. As is known, labor costs 
have increased approximately 5% a year 
in recent years, while productivity has 
been increasing at a somewhat slower 
rate. It is going to be necessary to reverse 
this trend by increasing improvement of 
productive capacity. This will probably 
also be necessary if the free world is to 
compete successfully with Communism, 


FACTORS SUPPORTING 
A RISING ECONOMY 


The charts present such an optimistic 
picture, let us see if these conclusions ap- 
pear to be reasonable. The factors on 
which the statistical conclusions are based 
may be briefly summarized as follows: 


1. Growth of population. 

. Increasing labor force. 

. Rising family income. 

. Increasing leisure with related pur- 

chases. 

. Impact of research and development. 

6. Worldwide demand to share in 
higher living standards. 

7. Power of competitive enterprise. 

8. Effect of education and advertising. 


mS QW dO 


wa 


Clearly, unless this country, and_ the 
world, experiences some catastrophes, we 
are facing growth of population every: 
where. Equally so, unless we are prepared 
to accept lowering of living standards, 
our increased populations here and abroad 
will be supplied with the necessities of 
life, and actually with far more than bare 
necessities. Fortunately, the increasing labor 
force and the increasing effectiveness of 
productive equipment will support the 
larger populations at high standards; in- 








deed, it is thought, at a constantly rising 
level of participation. Based on the experi- 
ence of recent years, with adequate family 
income and increasing leisure to enjoy the 
Opportunities created by income, there 
will be expanding demand for a wide 
variety of goods and services, particularly 
those related to suburban living and the 
enjoyment of leisure. 

The impact of research and develop- 
ment on products and processes will offer 
to potential purchasers an increased 
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variety of goods and services. Because of 
the worldwide demand to share in higher 
living standards and the financial ability 
to do so, we can anticipate a greater de- 
gree of participation in the market than 
ever before. Education and advertising 
will certainly contribute to this demand. 


INCREASING COMPETITION 


Nevertheless, a factor which cannot be 
overlooked in considering the evident op- 
portunities of the future will be the in- 
tense competition for the enlarged market. 
From what has been said before, there 
will be no question of the opportunity to 
sell both consumer and capital goods. On 
the other hand, the increased productive 
capacity, its efficiency, and yet its initial 
high cost will lead to intense competition. 
Any organization which plans for the 
future must be prepared to meet this com- 
petition if it is to survive, to earn profits, 
and to grow. 

Evidence that industry recognizes the 
necessity for quality and efficiency in its 
operations is widespread. Almost daily we 
read of improvements in production 
processes and equipment. Indeed, in a re- 
view of some advertisements which I 
might use as illustrations, almost every 
product made claim to “improvement,” 
“increased capacity,” “lower operating 
cost’ or the like. Perhaps a single quota- 
tion will help to summarize this portion 
of our discussion: 


A-L’s product quality must be superior 
to meet stiffer competition in our markets. 
Another, longer way to say about the same 
thing is: Every A-L employe must con- 
stantly strive for careful control of quality 
in order that our products will be as good 
as any obtainable from our competitors, and 
better wherever possible. This is necessary 
if A-L is to continue, in spite of increased 
competition, as a strong and healthy com- 
pany providing jobs for 12,000 or more 
persons. 

That’s too long for a newspaper head- 
line, of course, but headline writing is not 
my purpose; rather, this is an earnest effort 
to convey to you the personal importance 
to you of these facts: 


1, We have large, new competitors in 
our traditional markets, notably in stainless 
steel. 

2. Other competitors have equipped 
themselves with excellent mills, able to 
turn out good products. 

3. We already see increased competition 
for orders and we expect competition will 
become more intense. 

4. The best way to insure that A-L will 
get a proper share of its markets is to turn 
out products of consistently high quality. 

5. A-L must be able to sell its products 
at a profit, even in the face of increased 
Competition, if it is to provide jobs and 
future opportunities for its employes. 

6. We have the equipment and the 
know-how developed over many years of 
experience to beat the competition on prod- 
uct quality. The proper use of these assets 
at all times will give us the best products 
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available in our segments of the steel indus- 
try, thus enabling our sales force to get 
orders that might otherwise go to competi- 
tors. 


I hope that each of you will give careful 
thought to the need for constant attention 
to quality control—not only for the good 
of A-L but for the personal welfare of 
yourself and every one of your fellow em- 
ployes. 


E. J. HANLEY, President 
Allegheny Ludlum Steel Corporation 


The foregoing discussion can perhaps 
be tersely summarized as follows: The 
future pF woaeeen. 3 but will require im- 
proved efficiency of operation and quality 
of product. To survive and to thrive in 
such a future, forward planning is de- 
sirable. 


SOME FUNDAMENTALS 
OF SOUND PLANNING 

If planning is to be useful, it must 
obviously be sound. How can this kind of 


planning be obtained? Based on a wide 
variety of experience, including successes 
and failures, the following are considered 
to be essential requisites : 


1. Adequate sponsorship and support. 

2. Firm determination of short- and 
long-range objectives. 

3. Consideration of general economic 
conditions. 

4, Evaluation of specific markets of in- 
terest. 

5. Criteria for selection. 

6. Methodical search, screening, and 
evaluation. 

7. Selection, implementation, and ap- 
praisal. 


Sponsorship. In other words, to be pro- 
ductive, planning must have the support 
of management and must be represented 
at a sufficiently high level to obtain in- 
sight into management desires and to 
communicate its findings. Without such 
sponsorship, planning will either operate 
in isolation or will not sufficiently relate 
to corporate needs. 
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Short- and Long-Range Objectives. It is 
well for any group engaged in planning 
to distinguish between objectives which 
can only be reached over a long period 
and those that may be available sooner. It 
is very desirable to the survival of the 
effort that planning not be confined to 
remote objectives. On the other hand, it 
likewise must not be employed merely to 
service immediate crises. In other words, 
planning should be genuinely concerned 
with the future profitable operation of the 
company as a whole, both its present 
scope of operation, and such alternatives 
as are essential in the light of the expected 
future. 

Adequate Forecasts, General and Spe- 
cific. As indicated above, planning must 
take adequate account of general economic 
conditions. On the other hand, it must 
likewise evaluate specific markets of in- 
terest. In doing so, it is necessary to pay 
adequate attention to trends of change 
and their impact on the future. It would, 
for example, be of little benefit to a 
manufacturer of surreys with fringes on 
top who foresees the passing of the horse- 
drawn carriage to leap thoughtlessly into 
the automotive age by going into the 
production of motorcycles. These, too, 
appear to be having a diminishing future. 

Criteria for Selection. It is imperative 
in considering future areas of operation 
that criteria be established which are gen- 
erally agreed to be valid and acceptable 
to the organization. Without determina- 
tion of the characteristics desired, plan- 
ning cannot proceed with any assurance, 
Thus it should be known in advance 
whether possible new lines will have to 
be produced with existing facilities, sold 
by the existing sales force, or through 
established channels and the like. Simi- 
larly, budgetary limitations, if they are 
controlling, should be established. Psy- 
chological factors, too, should not be 
overlooked. For example, there was once 
a company, large and successful, which 
produced a standard line of household 
and cosmetic products. A possible new 
line was developed which was a sanitary 
product. Both its production method and 
product tests by the research department 
and in associated hospitals revealed that 
the company had an item of outstanding 
characteristics. However, with a distin- 
guished bachelor president, and_ strait: 
laced Yankee senior management, there 
was little doubt that a product of this 
kind would not have been promoted with 
the required enthusiasm. 

Search, Screening, Evaluation. Once 
criteria for selection have been estab- 
lished, a thorough and competent job 
must be done of searching for opportunt- 
ties; screening potential opportunities; 
and evaluating them realistically. This 
cannot be done by amateurs. Nor can it 
be done on a part-time basis with any as- 
surance that coverage will be competent 
and timely. Talent devoted to this work 
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must be properly selected. The required 
skills and viston—for it is the future that 
is being considered—must be assigned to 
the work. If an organization does not pos- 
sess the required talent for all phases, this 
is an area in which outside consultants— 
working with the staff—can bring needed 
qualifications and available time. The 
planning team must be supported for a 
sustained effort if results are to be in 
keeping with the importance of planning 
to the future of the organization. 

Implementation. If planning has been 
soundly conceived and executed, its re- 
sults are worthy of top-management tre- 
spect. The findings and recommendations 
of the planning group should receive ade- 
quate consideration and where in accord 
with company policies should proceed to 
selection and implementation. 


PUTTING PLANNING TO USE— 
SOME BASIC REQUIREMENTS 

Since planning is not undertaken for 
its own sake, it will be of no value, and 
indeed will merely represent diversion of 
effort and incurrence of cost, unless an 
organization puts the results to use. This, 
of course, goes beyond the scope of plan- 
ning. On the other hand, a proper ap- 
praisal of the problems involved in the 
utilization of planning must feed back 
into the planning itself. It is particularly 
important, therefore, to realize that in 
growth into new areas, or diversification 
by acquisition, three factors are of major 
significance: (a) the required talents, (b) 
the needed facilities; and (c) the requi- 
site financing. 

In selecting areas of growth or diversi- 
fication, it is imperative that an organiza- 
tion take a very hard look at the require- 
ments of alternative opportunities in 
terms of the needed (a) talents, (b) fa- 
cilities, and (c) funds. Of these I would 
venture the assertion that the most neces- 
sary and the most difficult to provide are 
the talents. Any company considering a 
new product or new area of operation 
should ask two fundamental questions, 
both equally vital : 


What will the new product or area 
bring to the company? 

What will the company bring to the 
new product or area? 

Unless both questions can be answered 
convincingly there may well be trouble 
in going forward. 


The Talents Requirement. Of course, by 
talents is meant manpower and the asso- 
ciated managerial, technological, sales, 
and distributing skills. But of these all, 
perhaps the most crucial is the vision, 
drive, and know-how to make a new 
venture succeed. 

It is particularly necessary that an or- 
ganization considering new lines of effort 

realistic in evaluating the ability as 
well as the willingness and enthusiasm of 
the existing management and staff for the 









HOW MUCH FOR RESEARCH? 


An operations research group at Case Institute hopes 
to develop a mathematical formula to tell industry how 
much money can be spent profitably on research. During 
1959, the group hopes to complete a manual that can be 
used by various concerns as a guide on questions concerning 
research and development in general. The study will also 
attempt to establish standards for individual research proj- 
ects so that management might select the best ones and de- 
cide when to start and when to stop them. 


new areas of operation. If the opportunity 
is appealing and worth while, and neces- 
sary talent does not exist within the or- 
ganization, it then becomes a question of 
whether it can be obtained elsewhere, and 
whether, if enlisted, it can secure equality 
of opportunity within the organization. 
Without such support it will be meaning- 
less to have determined that the market 
exists and the facilities and funds can be 
found. 

Let me caution against abandoning too 
hastily the search for talent from within. 
This can be demoralizing. Moreover, the 
reverse is true: promotions from within 
reassure an organization that competence 
and effort are not overlooked. They prove 
that it is worth while to come forward 
with suggestions and zeal. An inside 
team, given the opportunity, will do its 
utmost to make an organization succeed. 

Required Facilities and Services. If a 
new line of products is to be produced 
and will be assured of adequate backing, 
what will be the required facilities ? Many 
diversifications or additions to line are 
considered because they will make use of 
idle capacity. This is a worthy objective. 
However, it is mecessary to remember 
that products do not succeed merely be- 
cause they are well produced. They must 
also be distributed and sold. 

Can the existing organization distribute 
and sell the new line? 

Will it do so through existing outlets? 

Will the new line require new chan- 
nels? 

If so, can the organization develop the 
required avenues of distribution and sale? 

The human element is most important 
and cannot be replaced merely by ade- 
quacy of productive capacity or sufficiency 
of operating capital. 

Financing. Obviously expanded opera- 
tions, or indeed revised operations of no 
greater scope, will require funding. New 
tools, particularly of increased capacity, 
are more expensive than old. Wholly new 
plants obviously involve capital invest- 
ment. Of all the considerations which 
go into proper planning for corporate 





growth, I believe this area to be the most 
orthodox and straightforward and there- 
fore most clearly within the competence 
of progressive financial managers. Ac- 
cordingly, without any intent to belittle 
the financial evaluation, including very 
specifically a conservative look at profit- 
ability, I particularly commend to your 
attention the other aspects of forward 
planning, ie., (1) evaluation of eco- 
nomic trends and specific market analyses ; 
and (2) manpower and facilities re- 
uirements, including those needed for 
Sitinaaia and sale. It is in these two 
areas particularly that an organization may 
require outside specialized help in order 
to assure itself of impartial as well as 
competent forward planning. 


THE REWARDS 

At the outset it was indicated that any 
organization in order to survive must 
take thought for the future. It has been 
suggested that proper thought, i.e., ade- 
quate planning, can assure an organization 
of survival. Indeed, successful planning 
should produce leadership, profitability, 
and pride in operation. These objectives 
and rewards certainly justify the effort 
and expenditure required for adequate 
corporate planning. Nor need the uncer- 
tainties of the future lead to the conclu- 
sion that planning is futile. An example 
from another field can perhaps serve to 
close this discussion. 

I believe it would be agreed that the 
field of heart surgery is more complex and 
difficult than most industrial operations. 
Recently the College of Surgeons held its 
annual meeting in Chicago. One of the 
areas reviewed was cardiac surgery. In 
concluding this portion of the congress, 
Dr. Frances Knock of Chicago’s Presby- 
terian St. Luke’s Hospital stated, “It is 
only a question of time before the diffi- 
cult heart cases get to be as easy as ap- 
pendectomies are now. The only thing 
that limits us is our imagination.” 

With this text—it is only our imagina- 
tion which limits us—I commend you to 
planning for a better corporate future. 
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Happy New Year: Happy Budgeting 


Charles F. Axelson 


HE TITLE “Happy Budgeting’ was 

chosen deliberately because through the 
years there has been so much unhappy 
budgeting that there must be a way of us- 
ing budgets in planning for profit that will 
accomplish the goals of budgeting with- 
out this unhappiness and resentment that 
too often permeates the feelings of man- 
agers, particularly in the nonfinancial area. 

This paper gives a case study of some 
of the things that we have done at the 
United States Gypsum Company in recent 
years. There are two reasons for giving 
you this case study. In the first place, I 
am not smart enough to do any great 
original thinking on the theory of budgets 
and have had to learn some of the con- 
clusions we've arrived at through step-by- 
step evolution and, secondly, I think that 
some of the experiences which we have 
had in the past several years may be of 
more interest than a theoretical presenta- 
tion of budgetary principles. 

When we talk of budgets at USG, we 
are usually talking about the area of sell- 
ing, general and administrative expenses 
which are budgeted on a dollar basis. 

In the area of the control of manu- 
facturing costs, “budgeting” is not ex- 





CHARLES F. AXELSON joined United States Gypsum Com- 
pany, Chicago, Ill., in 1941 and has successively been as- 
sistant to the controller, assistant controller and (since 
1952) controller. He is a graduate of University of Chi- 
cago (A.B. and M.B.A.), 1937, and holder of a CPA certifi- 
cate (Ill.). He is a former lecturer in accounting, North- 
western University, 1946-1953. Currently he is president 
of the Chicago Control of Controllers Institute, a mem- 
ber of its national Planning Committee and an associate 
of the National College of Education, Evanston, Illinois. 


actly the right word because our manu- 
facturing costs are controlled through a 
combination of objectives, standards, and 
historical comparisons, and the control of 
these costs is a dual control in the sense 
that manufacturing functions, regardless 
of the products produced in the applicable 
cost center, are controlled as well as the 
unit cost of each element making up the 
final product unit and staff departments 
at plants (that is, engineering, personnel, 
quality, plant office and the like) are con- 
trolled on a predetermined dollar basis 
but these are relatively small elements of 
total manufacturing costs and some of the 
principles of budgetary control which 
apply in the area of selling, general and 
administrative expenses do not completely 
apply in this area. 

In the area of budgets for selling, gen- 
eral and administrative expenses, we have 
followed the practice over the years of 
setting these budgets on a quarterly basis 
with the budgets to be submitted for man- 
agement approval by the last week of the 
month preceding the start of each quarter. 
For purposes of forecasting profits up to 
a year ahead, personnel in the Financial 
Division project the current quarterly 
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A case study of U.S. Gypsum 
to illustrate the seven prin- 
ciples of happy budgeting 


budgets of the various departments as best 
they can for this purpose, but basically no 
company manager is held accountable 
more than one quarter ahead for his per- 
formance against the budget. Since the 
sales of our material follow new housing 
starts by about three months, there is a 
bench mark from which to project com 
pany sales and correlated expenses. We 
feel that asking company managers to 
budget their expenses more than one 
quarter in advance makes for unhappy 
budgeting and undermines the effective. 
ness of budgetary control because you are 
then asking managers to forecast some- 
thing which they cannot conscientiously 
do. 

To the extent that longer-range fore- 
casts need to be made for management 
purposes, this can be accomplished by 








members of the Financial Division 
possessed of some know-how and com 
pany experience and we believe that they 
come about as close as the collective fore 
casts by individual managers would come. 
As we shall see, however, there are certain 
exceptions to restricting the budgeting to 
the current quarter. Thus, we have princi- 


ple #1 of happy budgeting: 


Don’t expect a department manager to 
budget his expenses further ahead than 
he can do conscientiously. 


Our quarterly budgeting procedure re- 
quires each department head, manager, 
section supervisor or whatever the budg- 
etary unit may be to forecast his expenses 
in considerable detail for each month of 
the quarter. Then he shows the cross 
footed quarterly total along the side of 
the column that represents his total actual 
expenses for the same quarter of the pre 
ceding year. For most general and ad- 
ministrative departments, other than sales, 
the first five lines of the sheet on which 
the expenses for each month of the 
quarter are estimated cover general 
salaries, part-time salaries, overtime pay- 
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ments, supper money and outside help 
with a subtotal for total compensation. To 
this is then added traveling, auto, moving, 
telegraph and leased wire, telephone, 
stenographic, photo and blueprint, multi- 
graph and mimeograph services, station- 
ery and supplies, office maintenance, and 
(in certain departments) certain special 
items of expense, such as tabulating ma- 
chine rentals, as a separate item. 

Budgets are originated at the lowest 
budgetary grouping, which differs in each 
department, and are then grouped with 
other budgetary units along the way until 
there is a consolidated budget for each 
major function of the business such as 
research, line sales, merchandising, ac- 
counting, credit, etc. Thus, we have 


principle #2 of happy budgeting: 


The budget must be prepared in suffi- 
cient breakdown and detail to permit 
easy compilation and measurement. 


Since salaries are normally the biggest 
expense item in a general and administra- 
tive department, we ask that each man- 
ager submit with his quarterly budget a 
reconciliation of the previous quarter's 
actual salaries to budgeted salaries and 
then reconcile to the budgeted salaries for 
the forthcoming quarter. Since the budget 
is prepared in the last month of each 
quarter for the quarter ahead, the actual 
salaries for the current quarter are actu- 
ally the first two months of the quarter 
plus the budget for the last month of the 
quarter. 

As an example, the salary reconciliation 
for one of our departments, in connection 
with the fourth quarter 1958 budgets, 
started out with the third quarter 1958, 
actual expenses consisting of July and 
August actual plus September budgeted. 
To this was added unpaid absences, un- 
filled positions, delayed salary increases, 
and changes in the enrollment level (that 
is, a replacement of employes who have 
left with those earning more or less) to 
come down to the salary budget that had 
been previously approved for the third 
quarter. To the salary budget for the third 
quarter was added proposed salary in- 
creases, transfers into this department, 
provision for an additional employe to 
restore one who left and was not replaced 
during the recession last spring, and then 
deductions were made for anticipated 
changes in the enrollment level. The re- 
sulting total was the fourth quarter 1958 
salary budget for this department. 

One might argue that all this detail is 
not happy budgeting and yet I like to feel 
that requiring department heads to make 
this type of analysis from quarter to 
quarter does tell management where each 
department is going and reduces the 
chances of his getting off base which 
might leave him very unhappy. As to 
other budgeted expenses and salaries, we 
fequire explanation of contemplated ex- 
penditures on a second sheet for each 












“Soon this land will be ours again! 


Palefaces go to moon 


estimate of part-time help, overtime, out- 
side help, moving, dues, subscriptions, 
fees and miscellaneous. 

Traveling expense is detailed or not ac- 
cording to the department or individual 
involved. Some people who travel con- 
stantly are allowed to submit a lump-sum 
budget for each month’s expected expen- 
ditures. All others, however, are expected 
to plan their 2 one quarter in i 
and actually budget each item of expense 
on a trip basis. In this connection it 
should be noted that within the past six 
months, management has suggested that 
company personnel travel by air coach 
where such service is provided at a time 
and ina manner convenient to them. 

We do not expect our employes to in- 
convenience themselves or travel at odd 
hours to go air coach but if there is a 
choice, for example, of two DC-7 flights 
to Los Angeles from Chicago, one 
standard fare and one custom coach both 
leaving from Chicago and arriving in Los 
Angeles at approximately the same time, 
we expect our people to take the custom 
coach. One might argue that this type of 
control is not happy budgeting and yet 
some of our managers have indicated that 
they wondered why the company did not 
do it before. I think managers tend to 
develop respect for an organization where 
budgetary control is practiced as a way of 
life without being harsh. Thus, I would 
say, that principle #3 of happy budgeting 
is: 

The creation of a framework of ex- 


pense analysis by each person account- 
able for performance within his budget. 
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Nothing is more detrimental to happy 
budgeting, assuming that management 
wants to have budgets that work, than a 
sparse framework of accumulating figures 
which leaves the manager in doubt as to 
what concern top management has that 
an effective expense-control program is in 
operation. 

Incidentally, while discussing air trans- 
portation, it might interest you to know 
that we discourage the use of air travel 
cards and permit them only for emergency 
or identification purposes because the cus- 
tomary receipt of the charges from the 
airline in a month after which the trip 
takes place (and is budgeted) plays havoc 
with budgetary control. Budgeting a trip, 
say, for October (to include transporta- 
tion and out-of-pocket expenses) gets 
complicated if the transportation charge 
is not received until November or Decem- 
ber. Then the employe may have to ex- 
plain why his budget underran in October 
and overran in November or December. 
If he only had the one trip this might not 
be too bad but if he has had several trips, 
with the transportation charges lagging 
for an unpredictable number of months, 
explanations can get pretty complicated 
and this makes for unhappy budgeting. 
Permitting the unrestricted use of an air 
travel card and attempting to guess in 
what month the charge might come 
through is usually no better and also com- 
plicates a review of travel costs. This same 
philosophy applies against the use of any 
credit card arrangement where the com- 
pany is charged in a later accounting 
period. 
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Now, after the budgets are consoli- 
dated for each major function of the busi- 
ness, they are then submitted to the chair- 
man of the board for his approval. The 
determination of the top man in our com- 
pany to control expenses through ap- 
proval of budgets gives, we feel, a status 
to budgetary control which greatly helps 
its effectiveness. He personally reviews the 
consolidated budgets of each of the major 
departments each month and asks ques- 
tions on any significant variations in ac- 
tual expexditures from our budget. This 
brings us to principle #4 of happy budg- 
eting and that is: 


Budgeting must have the personal in- 
terest of the top man in the company 
lest the various managers preparing the 
budget feel that it is another burdensome 
chore for those guys in the Financial Di- 
vision who have a way of getting into 
their hair at times. 


We have a manual of expense accounts 
that is distributed to every manager in the 
company concerned with setting and per- 
forming against budgets for his area of 
responsibility. Through the years we have 
attempted to develop this manual, which 
contains a separate sheet for each expense 
account, to covet every conceivable type 
of question which might arise as to the 
category in which a particular contem- 
plated expenditure should be placed. So, 
ordinarily it is not necessary to write a 


letter or make a telephone call to find 
out how a particular contemplated ex- 
penditure should be treated. As an ex- 
ample, most traveling expense is charged 
to the traveling expense account, but if it 
is in connection with a conference of com- 
pany managers or is in connection with 
our management development program, 
travel expense is charged to meetings ex- 
pense or management development ex- 
pense, respectively. If the traveling ex- 
pense is incurred in connection with the 
transfer of an employe from one location 
to another it is charged to moving ex- 
penses while if it is incurred in connec- 
tion with a training program it is charged 
to training expenses. Thus, principle #5 
of happy budgeting is: 


To have the ground rules laid down in 
convenient form so that each manager can 
have a copy for reference purposes when 
the occasion arises. 


After each quarter's budget has been 
submitted and approved, the monthly 
totals are posted to an Ozalid master sheet 
which has the various account titles on 
the left, columns for each month in the 
year, and two lines — for each ac- 
count title—the budget on the top line 
and then the actual expenses for each 
item. These figures are posted from tabu- 
lated data and released around the 20th 
of each month. Significant overruns or 
underruns of actual expenses compared 


“NO ONE EVER TELLS ME ANYTHING” 


In any organization it is commonplace to find an indi- 
vidual who perpetually complains: “No one ever tells me 
anything.’’ Some people seem to have a genius for not be- 
ing told things. They remain dissatisfied if reminded that 
the information said to be withheld from them is readily 
available and that they know quite well where to obtain it. 

It may well be that a little information suitably drama- 
tized is of more emotional importance than a great deal of 
information on library shelves or open files or tabled at 
conferences; that what the humblest unskilled workman 
really wants is not a mass of facts and statistics but to be in 
the confidence of his charge hand who is in the confidence 
of his foreman who is in the confidence of his department 
manager who is in the confidence of his managing director, 
each subordinate to his successor in a natural hierarchy of 


leadership rank. 


If this is so, then it is of the greatest importance to 
establish the chain of natural leadership in a factory or- 
ganization so as to bring promotion into conformity with it. 


—THE EARL OF HALSBURY, managing director of the National 
Research Development Corporation, London, England, in 
“The Business Leader—Mumi or Momina?’ in the October 
1958 issue of the Journal of Industrial Economics. 
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with budget must be reported to each 
major department head by the end of the 
month. You will note here that we do not 
attempt to have a high-speed operation 
with the actual expenses compared with 
budget released on a flash basis early in 
the month and with explanation expected 
almost immediately. Apart from the fad 
that many of our people travel and are, 
therefore, not in a position to give im. 
mediate explanation of budget differ. 
ences, we feel that effective budgeting is 
done before the incurrence of the expend. 
iture and not after. 

While it is important that variations 
from budget be explained and used as a 
basis for doing better the next time, we 
feel that a good budgetary control system 
creates an atmosphere where an honest 
attempt to meet the budget is made and 
all applicable a should be aware of 
a contemplated budget overrun before the 
expenditure occurs. A quick reporting of 
performance against budget will not 
ordinarily lead to immediate control 
measures because the reason for the over. 
run is already known and should not be 
the basis for corrective action. 

The budget system itself should create 
a feeling in the minds of managers that 
they should not deliberately significantly 
overrun the budget in any category with- 
out being very sure that it is for the good 
of the company or, in certain instances, 
securing higher permission to overrun. 
Thus principle #6 of happy budgeting is: 


The managers setting the budgets feel 
that they are so much a part of the 
budgetary control process that they will 
meet their budget and not get into the 
embarrassing position of having to justify 
a budget overrun which they thought was 
for the good of the business but which 
perhaps someone else at a higher level 
of authority did not feel was justified. 


Ironing out such possible friction 
points ahead of time in the course of set 
ting the budget makes for happy budget 
ing. 

There are certain types of expenditure 
that are of an erratic nature and it is 
often difficult to forecast the exact month 
in which the expenditure will fall. An 
example of this would be advertising ex 
penditures. Unless we wanted to set up 
a much more elaborate system for the ac- 
crual of advertising expenses, it becomes 
quite a chore to guess just when the 
charge may be processed for payment and 
get into the accounts. Up until several 
years ago our various managers responsi- 
ble for the incurrence of advertising ex 
penditures would try to make their best 
guess of the amount that was to be in- 
curred each month for advertising, broken 
down between space, demonstrations, 


literature and booklets, samples, etc. All 

too often their estimates would be missed 

a mile and they would have to spend 4 
(Continued on page 46) 
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Plastics are in the swim everywhere 


On the front lawn, on the kitchen 
table. In automobiles, and tele- 
vision sets . . . in football helmets 
and fighting jets. Look where you 
will, and you’ll see plastics helping 
people to live better. 

But look a little closer and you’ll 
also see commercial banks. 

Banks are in the picture because 
they supply money, credit and 
financial services to the plastics 
industry. Bank loans help chem- 


ical companies produce basic plas- 
tic materials. Bank loans con- 
tribute to the manufacture and 
distribution of finished plastic 
products and frequently provide 
the cash which retailers need to 
stock and sell popular plastic 
items. 

A leading lender to business and 
industry, The Chase Manhattan 
Bank of New York is proud to be 
part of the nationwide system of 


banks, large and small, which serve 
communities and contribute to 
American progress. 


THE 


CHASE 


MANHATTAN 
BANK 


Chartered in 1799 


Member Federal Deposit Insurance Corporation 








Tax Highlights of 1958 


J. Henry Landman 


This is the tenth annual Tax Highlights article written 
by Dr. Landman especially for publication in THE CON- 
TROLLER. As in the past, this year’s Highlights are confined 
to the significant Tax Court and Federal Court decisions in 
the field of federal taxation and Treasury rulings so that 
taxpayers may cope more intelligently with the refinements 
of the tax law in their negotiations with the Treasury and 
the Courts in tax deficiency and refund matters. This article 
does not include the various provisions of the 1958 Tax Acts. 


CORPORATIONS 

Retail excise tax applies where retail- 
ers and not wholesalers make quantity 
sales for use as prizes or awards.} 

Transfer of surplus to capital account 
does not come within stamp tax provisions 
because there is no actual issuance of 
capital.* 

Renovation is not a deductible repair; 
cost must be capitalized and is recoverable 
by depreciation.* 

Leasing buses when sold at a profit 
yield capital gain and not ordinary in- 
come when regular business is that of 
leasing them.+4 


Interest on bonds in a 400 to 1 bad 


debt-equity ratio is allowed as a deduc- 
tion.® 


Distribution of excess mortgage pro- 
ceeds upon liquidation of what otherwise 
might be a collapsible corporation yields 
ordinary income and not capital gain.® 

Condemnation award to a liquidating 
corporation 1s tax-free to the corporation 
if complete liquidation is effected within 
12 months,? 

Contributions to a qualified profit-shar- 
ing trust may not exceed 30% of par- 
ticipants’ compensation in any one year 
including the carry-overs of previous 
years.§ 

Bond financing fees are deductible over 
the life of the bonds.® 

Goodwill of a personal service business 
will on sale yield a capital gain only to 
the extent of the sale of the firm name.!° 











J. HENRY LANDMAN, Ph.D., J.D., J.S.D., is a New York 
tax attorney. He is a member of the Income Tax Commit- 
tees of the American Bar Association, the New York State 
Bar Association, the Federal Bar Association, the Federal 
Bar Association of New York, New Jersey and Connecticut, 
the National Association of Manufacturers, and the Federal 
Tax Forum. He is professor of tax law at the New York 
Law School, a frequent lecturer and author on tax sub- 
jects and tax counsel to the Foreign Tax Group of the 
New York City Control of Controllers Institute of America. 
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Purchased goodwill on abandonment 
yields an ordinary and not a capital loss 
because there is no sale or exchange." 

Disability pay voted for payment to em- 
ploye over a period of years is fully de- 
ductible in year voted.1? 

Reserves of finance companies on in- 
stalment contracts are not taxable income 
to dealers until received.13 

Penalty for unreasonable accumulation 
of earnings applies where dividends are 
not paid in order to liquidate 80% stock- 
holders’ interests.14 

Nonprofit trade associations for na- 
tional advertising are taxed on their non- 
advertising funds; yet members may de- 
duct contributions to it.1® 

Contributions for advertising by the 
private light and power companies against 
government operations are not proper de- 
ductions.16 

Advertising in a political magazine is 
not a nondeductible political deduction 
where the primary purpose is to publicize 
and create goodwill for its business.17 

Contributions to a corporation of ligq- 
uor dealers to promote antiprohibitionism 
are not deductible as a business deduction 
because of the antilobbying provisions."8 

Split-off of distributing operations into 
three corporations from the manufactur 
ing operation is taxable because the three 
distributing operations are alike.19 

Spin-off of recently acquired produc 
tion activities are taxable when they were 
not a separate active business for five 
years.20 

Reserves for estimated expenses of ac- 
crual taxpayers are not allowed; they ate 
deductible annually as expenses are in- 
curred.?1 

Excise tax on a puzzle contest requiring 
skill is not a lottery and is therefore in 
order.?? 

Sale and lease-back for 30 years and 
more is a tax-free exchange of like kind 
business properties thus denying loss and 
expense deductions.” 

Employer's first capital contribution to 
an employes’ trust may be made during 
time allowed for filing its tax return.* 
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Dividends in inventory at cost are tax- 
free to the corporation but are taxable 
dividends at fair market value to the in- 
dividual stockholder, and at distributor’s 
basis to the corporate stockholder with- 
out a dividends received credit of 85%.”° 

City taxes can be avoided by orders, 
originating within cities, but being sent 
outside for acceptance and execution, 
provided there are no display advertising, 
instruction courses to salesmen, mailing 
of promotional literature, or promotion 
meetings in the cities.76 

Depreciation is not allowed on an as- 
set to the extent that the salvage exceeds 
depreciated value.?7 

Lessor of mineral property for a share 
of production enjoys depletion deductions 
on mineral in place and depreciation de- 
duction on equipment.?® 

Liquidating distributions by a corpora- 
tion of its contract rights are also eligible 
for capital gain treatment. Subsequent re- 
sale may yield ordinary income.”® 

Premiums on accident and health in- 
surance are deductible as a business ex- 
pense only if they pay benefits based on 
expenses actually incurred.%° 

Carry-over applies to post-merger earn- 
ings of the business which was entitled 
to it under the 1939 Code,*1 refuting the 
Libson Shops theory which denied the 
losses to those taxpayers which did not 
produce them.? The 1954 Code allows 
a carry-over to the extent that the stock- 
holders of the loss corporation retain an 
equity in the consolidated unit.** 

Loss carry-over denied corporation 
from period when different shareholders 
owned its stock and it conducted a dif- 
ferent business.*4 

Operating loss carry-forward of an in- 
active corporation after a change in own- 
ership is not available.** 

Mineral payments when they are as- 
signments of rights to receive future in- 
come are subject to depletion.*® 

Quartzite depletion is not predicated 
on end-use test.°7 

Catalog costs are not currently deduct- 
ible but must be spread over its useful 
life.38 

Rent under lease may be an actual in- 
stalment payment on the purchase of 
heavy construction equipment in which 
case recovery of same can be effected by 
depreciation.® 

Fire loss capital gains are not reduced 
by attorney’s fees; the latter are fully de- 
ductible business expenses.*° 

Transportation tax does not include 
charges for salting, icing, ventilation and 
tefrigeration.*1 

Payments in escrow for future payment 
to obligee under contract is presently de- 
ductible by accrual payor.42 

Penalty for nonpayment of local taxes 
is not deductible as interest or expense.*? 

Unused land acquired for use in busi- 
hess is subject to a full loss upon sale.44 
Cancellation of salary indebtedness of 





corporation is in financial distress, is a 
capital contribution.** 

Loss on subsidiary’'s common stock on 
liquidation into a parent corporation is 
allowed where the assets did not suffice 
for the preferred stock.* 

Foreign tax credit is applicable to the 
year of origin even though litigated and 
settled in a subsequent year.#7 

Bad debt reserve of 15% is a proper 
deduction if experience warrants it.4® 

Returnable containers are subject to de- 
preciation deduction as long as the manu- 
facturer retains title. The unreturned con- 
tainers yield ordinary income or loss.*® 

Consolidated tax returns may not be 
filed with loss corporations to effect tax 
economy where the loss corporations have 
no business substance.°° 

Corporation is not collapsible despite 
two-year life where the sale of its assets 
is compelled by new legislation, thus 
yielding capital and not ordinary in- 
come.5! 

Legal fees paid by a corporation to a 
stockholder in his minority stockholder’s 
lawsuit are proper business deductions.5? 

Corporate entity may be ignored be- 
cause of inadequate business purpose in 
the instance of the separation of a con- 
cession business from a theatre enter- 
prise.5% 

Security investments required as guar- 
antees for suppliers and contractors yield 
ordinary gains and losses.>4 


INDIVIDUALS 

Funds paid to father by a corporation 
after transfer of his shares to sons are 
dividends to sons.5® 





a substantial stockholder-officer, where a 





Supplemental unemployment benefits 
are not subject to social security and with- 
holding; are nevertheless deductible for 
contributions made by employers and are 
taxable when received by employes,®* but 
are subject to social security and with- 
holding where employe accounts are in- 
dividualized.57 

Interest collected in advance by an ac- 
cruable taxpayer is fully taxable when re- 
ceived ®8 

Patent royalties can be capital gains, 
though the assignment of the patent was 
made to a family corporation.®® 

Sale of an endowment policy results in 
a capital gain measured by the difference 
between selling price and contributions 
to the policy. 

Sale of beneficiary's interest in a trust 
with a remote reversionary interest to a 
husband yields ordinary income after re- 
covery of her basis for her interest.®4 

Escrowed portion of sales proceeds of 
assets does not constitute income in year 
of sale.® 

Free meals furnished employes are not 
taxable income® but are part of the base 
for social security®*t and withholding.® 

Alimony is fully deductible by the ex- 
husband and fully reportable by the ex- 
wife where the entire amount is available 
to the ex-wife though child support was 
contemplated. 

Cancellation of indebtedness to tax- 
payer's business creditors is income to ex- 
tent of debtor's solvency after cancella- 
tion.®7 

Termination of employes’ pension plan 
after a corporate reorganization does not 
yield capital gain because it does not con- 
stitute termination of services.®8 
(Continued on page 22) 
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tendency to be happy paying income tax?” 





bi Be. Ree 


ib socal wai cages JANUARY 1959 










21 





Lease rent of turpentine rights on 
standing timber yields capital gain.®® 

Voluntary payments to widows are not 
at all taxable under the pre-1954 Code. 
This however, leaves open the tax treat- 
ment of post-1954 voluntary payments.*° 

Payments to an employe's widow are 
gifts even though a corporate resolution 
sets it up for future payments to other 
officers’ wives.71 

Long-term compensation spreadback 
over 36 months or more must pertain to 
a special project and not general. 

Loss of trees by drought for purposes 
of deduction requires proof.** 

Attorney's fees to contest alien property 
custodian’s seizure of property are not 
deductible as an expense but are added 
to cost.74 

Honeymoon trip to Europe paid by 
employer is not a tax-free gift if the em- 
ployer’s interest is of a business nature.” 

Lessor’s heirs have no right of deprecia- 
tion in lessee’s building improvement.’® 

Proceeds of assigned single-premium 
life insurance policy are not subject to 
estate tax though it was issued only in 
conjunction with an annuity contract. 

Meals and lodging of worker on job 
away from home for two years ate not 
deductible because he was living here for 
an indefinite and not for a temporary 
period of time, thus rendering his new 
location into a tax home.*® 

Dividends on child’s savings accounts 
are reportable by the child if they are trust 
accounts and legally belong to the child 
and may not be used to support the 
child.7® 

Cancellation of coal purchase contract 
yields ordinary and not capital gain.°° 

Replacement of condemned rental 
property by rental property of a different 
type is a taxable event.*! 





Royalties received on sale of a patent 
acquired by gift from husband yield capi- 
tal gain.®? 

Wash sale rule negativing a tax loss 
does not apply, where a sale by a taxpayer 
and the repurchase by another within 28 
days of the same securities are involved, 
provided a real independent motive for 
acquiring the same security is established.** 

Grants for advanced study by a founda- 
tion are excludable from gross income 
where no services for the foundation are 
involved and the grants are fellowship 
and cost-of-living allowances.*4 

Franchise agreements are sales and not 
licenses, yielding capital gain treatment 
even though the payment is on a royalty 
basis.®5 

Remittance of deferred tax on income 
realized abroad is reportable on first-in, 
first-out rule.*¢ 

Stock redemption does not necessarily 
yield dividend income to the continuing 
stockholder because percentage interests 
have been increased provided the stock is 
in realty bought by the remaining stock- 
holder though paid for by the corpora- 
tion.8* 

Insurance premiums on health and ac- 
cident policies are deductible only to the 
extent they constitute cost of insurance 
against medical expenses.8® 

Premiums on individual health insur- 
ance policies for the benefit of a non- 
stockholder employe if not payable to the 
corporation are ordinary business ex- 
penses, but for the sole proprietor the 
premiums are nondeductible personal ex- 
penses.®? 

Instalment contributions of realty®© and 
patents®! are proper charitable contribu- 
tions. 

Loss on sale to in-laws who retrans- 
ferred assets by prearrangement to tax- 





_— 


Dates 





a 


MARK YOUR CALENDAR 





Alvead, 


a 





CONTROLLERS INSTITUTE OF AMERICA 
1959 Conferences 
Date Conference Hotel City 
MARCH 5-7 Southern Roosevelt NEW ORLEANS, LA. 
APRIL 19-21 Eastern John Marshall RICHMOND, VA. 
MAY 21-23 Western Santa Barbara Biltmore SANTA BARBARA, CALIF. 
Date Conference Hotel City 


OCTOBER 24-28 28th Annual National 
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payers’ controlled corporation, is dis- 
allowed .®? 

Reimbursement of moving expenses 
given taxpayer as consideration for taking 
job is taxable compensation,®? but moving 
an employe from one plant to another is 
in the interests of the employer and is 
therefore not taxable.®4 

Costs of appraising casualty losses of an 
individual are deductible.% 

Bad debt loss, where the creditor can- 
not prove debtor’s insolvency, is improper 
deduction.®* 

Educational expenses are deductible on 
page 1 of the long personal form for 
travel, meals and lodging, and on page 2 
for tuition and books, thus sacrificing the 
standard deduction.%7 

Life tenant’s storm damage is fully de- 
ductible to him.°8 

Fashion expert's work clothes are de- 
ductible when they are too advanced for 
her private use.%9 

Charitable remainder is denied as a de- 
duction from an estate when invasion of 
trust principal is not remote.1°° 

Lessee’s improvements may be de- 
preciable over the original term of the 
lease without renewal provision, even 
though the lessor and lessee are related.1 

Liquor expenses in a dry state are 
proper business deductions as not contrary 
to public policy.1°? 

Business-search loss is deductible only 
if the taxpayer actually entered into a 
business, even if he later abandoned it.1% 

Social security benefits of a self-em- 
ployed are in jeopardy if he denies him- 
self deductions to maintain annual income 
above $4,200.19 

Replacement of a residence within one 
year is tax-free, provided the new resi- 
dence does not exceed the price of the old 
one. It matters not that the old one was 
not lived in by the taxpayer because of an 
unusual situation which prevented his 
actual occupation of it.1 

Income earned abroad though exclud- 
able from gross income for taxing pur- 
poses, is not excludable to determine 
whether a tax return should be filed. 
When such a return is filed, it must con- 
tain a statement to support exclusion of 
income earned abroad.16 

Payments to a bank official for influence 
in granting loans are not deductible as 
ordinary and necessary business expense." 

Life insurance proceeds payable directly 
to stockholders are not tax-free but tax- 
able profits on a wagering contract, when 
they possess no insurable interest.1°8 

Purchaser of a long leasehold with a 
short remaining useful life of a building 
must spread the cost over the long lease: 
hold where the purchaser makes no at: 
tempt to allocate part of the purchase 
price to the building. 

Mileage allowance for travel up to 12\) 
cents per mile and full maintenance 
allowance up to $15 per day for employe 

(Continued on page 38) 
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Included —No Extra Charge — THREE BIG “COMPILATION 
VOLUMES” to Bring You Right Up to Date! 


Bigger and better than ever is the increased tax guidance and 
protection built into the new 1959 Series of CCH’s FEDERAL 
TAX GUIDE REPORTS. 


Now added are exclusive new features; now greatly expanded 
and improved are all the use-tested aids that have always charac- 
terized the ‘‘Reports.”’ 


NEW — "‘Tax Savings,” ‘Tax Tactics,’’ ‘Estate Tax Planning” 

New discussions on “Tax Tactics” explain techniques and 
strategies that sharpen and perfect tax management methods. The 
what, how and why of audits are made plain and practical. Expert 
explanation helps take the hazards out of handling tax disputes with 
the IRS. Special new help on ‘Estate Tax Planning’’ shows ways 
and means for timely conservation of assets to slash tax liabilities. 


Income, estate and gift tax angles and economies are flagged, 
explained and applied to everyday tax affairs. Week after week, the 
“Reports” assure the very latest tested and approved methods for 
nailing down every new tax advantage. And they flash timely warning 
of each emerging penalty and pitfall under the ever-changing rules. 


Subscription includes three big new “Compilation Volumes”’ 
that arrange and organize the complete background essential to 
competent tax management— with all the 
latest developments carefully fitted into 
place. Authoritative CCH Editorial Explan- 
ations Cut across every twist and turn to point 
the way toward sound solution of just about 
every day-to-day federal tax problem. 





Brand-New, Enlarged Tax Protection 


FEDERAL TAX GUIDE 
r REPORTS ..- 1959 Series 


SPECIAL: — New Help Now On 


‘‘Tax-Option Corporations” 


Subscription for the REPORTS also 
brings to you at once CCH’'s big 
96-page explanation on this rad- 
ical new tax-saving opportunity. 

Tells what, how, and why—for 
your complete understanding of 
methods for close corporations to 
elect not to pay corporation in- 
come tax, and for partnerships to 
realize full benefits of “incorpora- 
tion’’ without corporate tax liabil- 
ities. Another example of the full 
protection you'll enjoy as a sub- 
scriber for CCH’s FEDERAL TAX 
GUIDE REPORTS. 


PLUS CCH’s “TAX WEEK” for 
quick-scanning weekly high- 


! 
I 
] Commerce Clearing House, Inc. 

] 4025 W. Peterson Ave.,Chicago 46, Illinois 

I Send our complimentary copy of your “New Extra First-Year 
Depreciation Allowance Explained.’ Also send full details on 


CCH’s new, expanded weekly FEDERAL TAX GUIDE REPORTS. No 


obligation, of course. 


Send for Your FREE Tax Book ! 
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Use this handy coupon to request your i 

complimentary copy of “New Extra ] Title 
First - Year Depreciation Allowance ] 

Explained.” Points out clearly and | Firm 
simply major federal income tax 1 

angles to be considered. 1 Address 

1 
! 
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PUBLISHERS of TOPICAL LAW REPORTS 


CHicaco 46 
4025 W. PETERSON AVE 


New Yorn 36 
S22 Firth Ave 


WASHINGTON 4 
425 137 Srrecr. N. WwW 


lights of important tax news. - 

















Ray Marien 
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F YOUR COMPANY seems to be slowly 
| suffocating under a thick blanket of 
ever-increasing, ever-multiplying reports, 
you can at least feel assured about one 
thing—and that is you are not alone in 
your predicament. Every business, without 
exception, above the size of the familiar 
hot dog wagon with the gaudy umbrella, 
is suffering from the same ailment. They 
are being submerged under a snowstorm 
of paper that has only increased since au- 
tomation. The simple reason for this 
seeming paradox is that, given the poten- 
tial to produce more and bigger reports, 
management has gone gleefully ahead 








How to Control “Report-itis” 


and had fun with its new toys. Result: 
More—instead of less—paper. 

By this time I gather you've gotten my 
point. You may also be wondering if I 
am about to suggest a cure so radical it 
will send your company headlong into re- 
ceivership from lack of proper facilities 
for communications. Far from it. What I 
propose costs very little, except time. And 
taken on an individual basis, it won’t 
amount to enough to worry about. It cer- 
tainly doesn’t require the services of high- 
priced specialists, nor expensive outlays 
for equipment. It’s really simple. First, 
let’s set our goals. 


LET'S LOOK AT WHAT WE HAVE 


To begin with, the existing reports 
should be studied to determine their use- 
fulness as contrasted to the time, effort 
and expense involved in preparing them. 
This calls for a systematic survey origi- 
nated and guided by one department. 

Now report analysis requires a certain 
amount of will-power as well as objectiv- 
ity on the part of each person concerned, 
and neither of these is easy to come by. 
The thing to remember, however, is that 
any time saved either in the preparation 


RAY MARIEN, a Business major at Columbia University, 
first recognized the need for an effective control over 
business forms as printing buyer for the American Brake 
Shoe Company’s 55 plants and 20 offices. It was here as 
Forms Control Supervisor he set up a Forms Control pro- 
gram. He then became Forms Coordinator for Olin Mathie- 
son Chemical Corporation and in 1955 manager of Forms 
and Procedures. He has served as seminar leader and guest 
speaker on various occasions for AMA and has lectured at 
New York University and before many system organizations. 
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Time saved in preparing or read- 
ing reports can be used for 
other creative efforts 


or reading of reports can be used for 
other creative efforts. Thus it has consid- 
erable value. 

Next, we should standardize the for- 
mats. This includes proper form design, 
maximum utilization of space, proper se- 
quence of entries and so on. In short, put 
the data where the executive can pick out 
the vital information in an instant, with- 
out having to dissect the report through 
the medium of pre-readings by two or 
three staff assistants. 


Third, use “progressive” reporting 


, techniques, constructed pyramid fashion, so 
' that the information reported is squeezed 


tighter and drier as it flows to the top. By 
the time it reaches the executive suite it 
should be condensed down to a few brief 
lines. Here, at the top, is the most valu- 
able man in your company, as well as the 
man who draws down the highest dollar. 
Neither the company as a whole, nor the 
individual himself can afford to have to 
plough through ten feet of reports per 
month. This figure, incidentally, is not a 
stab in the dark. It is a careful estimate of 
the amount of reports that confronts a 
top executive monthly according to a 
leading business periodical. So—distill 
the reports he receives down to the liquid 
gold he needs. 


NOW—THE HOW-TO-DO PLAN 


Now let's go back to the beginning and 
see how this plan is set in motion. First, 
the survey stage. Here you have a couple 
of alternatives. You can either work 
through key departments, thereby break- 
ing the survey down by groups of reports 
according to functional activity—or you 
can work on the basis of individual te- 
ports. In either approach, the motivation 
must come from a central point. We rec- 
ommend that a segment of the controller's 
staff handle this, preferably, the forms 
control department. 

Actually, if the first approach is chosen, 
it can be assigned to staff analysts other 
than those in forms control. Here, brief 
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REPORT QUESTIONNAIRE - (ORIGINATOR ) 


INSTRUCTIONS: To be filled in by the person preparing the report 
listed below, and forwarded to Forms Cuntrol Department. 











TO: 


DIVISION 





DEPARTMENT 





NAME OR TITLE OF REPORT BEING SURVEYED 


FORM NOif any) 





PURPOSE 





DEPT. RESPONSIBLE FOR PREPARATION 











iS THIS REPORT MADE BECAUSE 
OF AN OFFICIAL INSTRUCTION 
OR STANDARD PROCEDURE? 


[ ]ves 


\F YES, GIVE NAME & DATE 


[_]no 





1F-NO, WHO ORIGINATED ITT? 


WHEN? 





HOW OFTEN IS IS PREPARED? 


HOW MANY COPIES? 








HOW MUCH TIME DOES IT TAKE TO PREPARE? 





HOW IS IT PRODUCED? 


C1 HAND =e TYPEWRITER 


[ ] OTHER (Explain) 





LIST SOURCES OF DATA USED IN PREPARATION OF REPORT 








NAME OF RECIPIENT 


DISTRIBUTION OF COPIES (Use reverse side if necessary) 


TITLE OR POSITION 





Lis OTHER COMMENTS OR RECOMMENDATIONS REGARDING THIS REPORT 


LOCATION 











SIGNED 


TITLE 





DATE 




















educational talks to the department heads 
explaining the program and the use of 
the survey form will start things off prop- 
erly. This form (Exhibit A) asks a lot of 
pointed questions, and can furnish much 
useful iplceaation, The department head 
then sets in motion a systematic review of 
each report in his own area of operations. 
The results are turned over to the ana- 
lyst. He issues another form—also a re- 
port questionnaire—but to the recipients 
of the reports this time (Exhibit B). 
When that information returns, the re- 
ports are studied for necessity, streamlin- 
ing and usefulness. From there they go to 
forms control for the application of tech- 
nical know-how to the design and stand- 
ardization of the report forms. 


If the survey is handled completely on 


a form-by-form basis, directly by the 
forms control department, it takes longer 
to cover the ground as the report analysis 
work is then added to the design chore, 






EXHIBIT A 


but it has the virtue of being done almost 
unnoticeably. That is, the reports are 
questioned singly and no one department 
head has to devote any unusual amount of 
time to the queries. 


THE FUNCTIONAL FILE 

One unique advantage of the report 
survey operating through forms control is 
the singular usefulness of the functional 
file. This functional file can and does pin- 
point the area where reports are most 
profuse. In fact, one survey we worked 
on a few years ago for a large manufac- 
turer showed that over 60% of all their 
forms were actually reports. This file had 
gathered them together by like functions 
and, in addition to showing possible con- 
solidations, also made them readily ac- 
cessible for systems study. 





THE CONTROLLER 





The functional file, as used in a reports 
survey, should also bring to light some 
obvious duplications. Reports which over- 
lap or are essentially similar can thus be 
pinpointed and an effort made to elim- 
inate them. 


AUTHORSHIP 

When the “reports” are studied they 
will show that basically the authorship of 
many reports falls into two classifications 
—first, “forced” authorship, wherein the 
author produces reports for someone who 
requires information from him. This is 
the tough kind to eliminate, but the eas- 
iest kind to “‘distill.”’ 

The other type is the “labor of love” 
authorship. Here, the man who puts these 
out does it for the sheer joy of seeing sta- 
tistics dancing before his eyes in all their 
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X-708 


REPORT QUESTIONNAIRE - (RECIPIENT) 


INSTRUCTIONS: To be filled in by the recipient of the report 
listed below, and forwarded to Forms Control Department. 








TO: 


‘eect 





DEPARTMENT 











NAME OR TITLE OF REPORT BEING SURVEYED 


FORM NUMBER (If any) 


| 





NAME AND TITLE OF PERSON ISSUING THIS REPORT TO YOU 


LOCATION 











OO YOU USE THE DATA ON THIS REPORT? 


[ ]ves [ ] NO 





T itt 


2 YES [_]no 


wit H Less INFORMATION? 


| [" ]ves [Jno 





COULD YOU RECEIVE IT LESS FREQUENTLY? 


[ ] YES CJ NO 


IF YES, HOW OFTEN WOULD YOU REALLY NEED IT? 





HOW MANY COPIES DO YOU NOW GET? 


HOW MANY DO YOU REALLY NEED? 








[| ]ves [__]no 


IS THIS REPORT USED AS THE BASIS OF ANOTHER, OR A CONSOLIDATED REPORT? (If yes, which ones?) 





YES |No 


VOES IT DUPLICATE ANY INFORMATION YOU NOW RECEIVE? (If yes, list names & titles of such reports) 








DO YOU HAVE SUFFICIENT FILE SPACE FOR IT? 
ves [no 


JWILL IT EVENTUALLY GO INTO STORAGE? 


Li [ye 





wi BE DESTROYED EV 


fo YES [| NO 








HAS A RETENTION PERIOD BEEN ESTABLISHED? 
ves [_]no 


IF NOT, HOW LONG NEED IT BE KEPT? 








PLEASE LIST ANY OTHER COMMENTS OR RECOMMENDATIONS REGARDING THIS REPORT 








SIGNED 


TITLE 


DATE 




















black and white glory. He revels in it and 
creates them wholesale at the drop of an 
executive word. And, once started, he 
continues to put out these reports al- 
though their utility has long since ex- 
pired. 

This is by far the easier of the two 
kinds to eliminate. Careful questioning of 
the recipients of this type of report will 
soon show that many of them have out- 
lived their usefulness, are rarely if ever 
read and can certainly be eliminated inso- 
far as the recipients are concerned. This, 
of course, solves the problem in these in- 
stances. 

As for the other major category, inves- 
tigation will show whether or not this in- 
formation is still being used by the per- 
sons originally requesting it. This is a 
tougher nut to crack, but the richer divi- 
dends are in this area, for several reasons. 


“TO BE OR NOT TO BE” 

First, if the report is necessary, chances 
are much of it can be pared off and 
streamlined on the theory that it will be 
easier to digest, if put in capsule form. 
The type of man constantly seeking and 
using reports is generally the same man 


EXHIBIT B 


who will appreciate condensation and be 
grateful for the time he can save in skip- 
ping through a “bare bones’’ report. 

Next, the author in some cases is un- 
happy about having to get up this report 
periodically. He'll not only have concrete 
ideas on how much of the data is being 
used but he may be quite a help to you in 
eliminating certain reports he does. After 
all, he’s really on your side in this thing. 
He'd like to unload the chore. 

One of the biggest achievements of a 
reports control program is the effect it has 
in the almost immediate cessation of a 
good many of the copies currently being 
distributed. Practically every report you 
pick up is going to at least one or two 
persons who don’t need it and never look 
at it, in addition to going to those who re- 
quire its information. 

Making the “reporters” and “‘recip- 
ients” aware of a corporate-wide drive to- 
ward reduction of paper-shuffling has an- 
other virtue. Many people won't mind 
making concessions and will give up 
either making or receiving a useless re- 
port if they feel they are not alone. That 
is, if they first realize everyone is guilty 
of perpetrating the same offense and they 
are not being singled out as inefficient. 
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And second, if they then can believe that 
they are doing their share in cleaning out 
the excess paper. In essence they are con- 
tributing to better management. (Whereas, 
before they might actually have been de- 
tracting from it!) 

One word of caution. While everyone 
is aware of the fact that report prepara- 
tion costs money and that is the reason 
you are trying to pare it down to the es- 
sentials, please don’t try to pinpoint these 
costs. Don’t show a department, or a su- 
pervisor, how much a particular report 
costs them in dollars and cents. Rather, 
keep stressing the over-all corporate effort 
toward that end and stay away from indi- 
vidual costs. First, because they are guess- 
work at best, and second, because if you 
can’t translate them into hard payroll dol- 
lars you'll look rather foolish. 

Just streamlining the reports and elim- 
inating the unnecessary ones will give 
you the increased clerical efficiency you're 
looking for. You should get more work 
done but, to be realistic about it, your pay- 
roll for clerical costs may not go down. 
Even if it does drop, it may be impossible 
to pin it to any held of cost reduction 
short of an actual across-the-board cut. So 
stay away from labor costs in report prep- 
aration and look for your benefits in in- 
creased efficiency. That’s the real payoff 
to a reports control program. 


























My costs are down. ..or are they? 
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Fort Are you plagued by accounting data that are often incomplete, 
di- inaccurate or in other ways inadequate? Then remember this: 
2S5- The facts of your business life come sharply, quickly and fully into 
you focus when you have Burroughs Sensimatiec Accounting Machines 
lol- at work for you. 

Payroll accounting, receivables, payables, inventory—you name the 
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ble Burroughs Corporation, Burroughs Division, Detroit 32, Michigan. 
on Burroughs and Sensimatic—T'M’s 
So 
i B hs C i 
, urroughs Corporation 
off 





“NEW DIMENSIONS / in electronics and data processing systems” 















Executive Compensation Staticin 1958 


According to AMA Survey 


HE AVERAGE TOP EXECUTIVE stood still 

in terms of total compensation in 1958 
the American Management Association’s 
ninth annual survey of top management 
indicates. As a whole, the executive group 
in American and Canadian industry con- 
tinued to work for about the same com- 
pensation in 1958 as in 1957. In previous 
nonrecession years the members of this 
group have increased their average total 
compensation by 5 per cent to 6 per cent 
annually. 

During the period covered by this latest 
compensation study, normal salary in- 
creases were offset by lower bonus pay- 
ments—in many cases because of condi- 
tions over which the executive did not 
have direct control and even though the 
management task was more difficult in a 
recession year. However, there were wide 
variations between and within industry 
groups. In fact, the report notes, over-all 
averages were misleading because of ab- 
normal fluctuation within groups. 

More than 3,500 companies of all sizes 
and types in all American states and all 
Canadian provinces supplied confidential 
data on salaries, bonus payments, and 
contributions to retirement plans for up 
to 20 positions in each company. In the 
report compensation is classified accord- 
ing to 55 industries and within each in- 
dustry in from five to ten size groups 
based on sales volume. 

Salaries are reported as of the first of 
1958 and bonus payments and retirement 
contributions as to the amounts earned or 
accrued in 1957 and paid early in 1958. 
However, since survey replies were re- 


ceived during the period from May 
through July, companies with fiscal years 
ended in the first and second quarters of 
1958 were included. 

The results of the survey strongly re- 
flect the economic conditions that existed 
during the period covered. Supported by 
continued capital expenditures and in- 
creased consumer spending, sales and 
revenues of the companies surveyed were 
generally favorable although they showed 
a rate of increase about one fourth lower 
than the previous year. Seven out of ten 
companies reported sales increases. 

This moderately favorable sales trend, 
however, in many cases did not carry over 
to profits. Only half of the companies 
whose sales increased also reported in- 
creases in profits, compared to between 70 
and 80 per cent in more normal years. 

Salary administration policies continued 
more or less unchanged during the period 
covered by the survey, the report shows. 
Higher salaries than in the previous year 
were paid to 47 per cent of the positions 
included in the study; lower salaries, to 
11 per cent; and the same salaries, to 42 
per cent. These percentages do not differ 
materially from those of more normal 
years. The size of salary increases also did 
not appear to change during the survey pe- 
riod; for this level of personnel they nor- 
mally range from five per cent to 15 per 
cent of salary—or more in exceptional 
instances depending on company growth 
and performance. 

Since compensation at the executive 
level is both reward for past performance 
and incentive for future performance, it 
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does not vary directly with business: con- 
ditions, it was pointed out. Nor is per- 
formance necessarily measured against the 
immediately preceding period. 

Current profit performance was te- 
flected more directly in bonus payments. 
About half of the companies surveyed 
paid bonuses, compared with an over-all 
average in recent years of 58 per cent. 
Such payments ranged from 14 per cent 
in some industries to nearly 70 per cent 
in others. The over-all average bonus pay- 
ment was 36 per cent, compared with 45 
per cent in more profitable years. 

The impact of lower bonus payments 
on total compensation was not so great as 
might have been expected, however, since 
bonuses accounted for only about 14 per 
cent of total compensation. Base salaries 
accounted for about 80 per cent and com- 
pany contributions to retirement programs, 
about 6 per cent. 

Some 70 per cent of the companies in- 
cluded in the survey have retirement 
plans; their executives benefited to the 
extent of about 11 per cent of salary. This 
figure is about the same as for the past 
several years; it might have been lower 
were it not for the slow but continued 
growth in the number of such plans. 

For the first time the survey also cov- 
ered supplementary forms of compensa- 
tion such as stock options, stock purchase 
plans, stock bonus plans, and deferred 
payments. About 35 per cent of all report- 
ing companies have such plans; they are 
used in 65 per cent of the large companies 
and about 12 per cent of the small com- 
panies. For specific industries, the inci- 
dence of supplementary compensation 
plans ranges from 1 to 40 per cent. 


EDP Found Impractical 


for Certain Operations 

A survey on computer use indicates 
that certain accounting operations are not 
necessarily suitable for electronic data 
processing. The survey, conducted by the 
Systems and Procedures Association, re- 
ported the findings of 63 firms which had 
rejected certain applications for electronic 
computer operation. In practically every 
case, the decision to not use the computer 
was made during the preliminary study 
but some applications were rejected when 
the study was completed or in the pro- 
gramming stage. 

The two operations most frequently re- 
jected were processing of accounts re- 
ceivable and accounts payable. Reasons 
given by the companies for rejecting 
these operations were that the cost was 
too great, that the time-savings were in- 
significant, that the volume of data was 
too small and that there were too many 
exceptions. Other accounting operations 
which showed a high incidence of rejec- 
tion, on the part of the 63 reporting firms, 
included billing, general ledger account- 
ing, financial statements and payroll. 
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Puerte Rice (ABOVE) 


Members of the Puerto Rico Control of 
Controllers Institute were photographed 
at their October meeting on the occasion 
of an official visit by C. C. Lay, vice presi- 
dent of Region V and treasurer of the 
Wheland Company, Chattanooga, Tenn. 
Mr. Lay is seated fourth from the left; at 
his right is Louis C. Butler, Control presi- 
dent and comptroller of the Caribe Mo- 
tors Corporation, San Juan, P. R. 


Denuer, Calorade Bk.ow 


E. W. Weston (seated fourth from 
right) was the speaker at the first anniver- 
sary dinner of the Rocky Mountain Con- 
trol of Controllers Institute on November 
20 at the Denver Athletic Club. Mr. Wes- 
ton, vice president of Region VII of the 
Institute is secretary and treasurer of the 
Weston Paper and Manufacturing Co., 
Dayton, Ohio. At Mr. Weston’s left is 
J. R. Spangler, Control president and sec- 
tetary-treasurer of the Mountain States 
Telephone and Telegraph Company, Den- 
ver. Others in the photo include: (Seated 
left to right) P. E. Remington, Wayne 
Shroyer, John Renstrom, Robert S. Was- 
ley, W. D. Virtue, T. L. Ackerman, 
C. Bruce Flick, and R. H. Shepler. (Stand- 
ing left to right) L. M. Davis, E. E. Mer- 














rill, J. J. Durkin, H. Corsberg, Dudley 
Taylor, George King, Thomas Hudock, 
J. P. O’Keefe, O. F. Counts, Al Rein- 
hardt, Richard Kelly, R. W. Prickett, 
W.R. Dunn and Rollo Jacobs. 


Portland, Onegou (RIGHT BELOW 

A preview of the Area Operations 
Committee activity, which will be a part 
of the reorganization program of Con- 
trollers Institute for the forthcoming fiscal 
year, was under way when the “photo 
break’”’ occurred in Portland, Oregon on 
November 13. 

The meeting was under the chairman- 
ship of the Institute’s vice president for 


Region X, John O. Yeasting (seated sec- 
ond from the right) who is vice president- 
finance of Boeing Airplane Company, 
Seattle, Wash. 

Others present (seated from left to 
right) were Dale L. Caldwell, president 
of the Portland Control of Controllers 
Institute; Winston D. Brown, president 
of the Seattle Control and secretary of the 
Area Operations Committee; Paul Haase, 
managing director of Controllers Institute ; 
Wilson K. Minor of the San Francisco 
Control, vice chairman of the Area Op- 
erations Committee and trustee of Con- 
trollership Foundation; Robert F. Morris, 
president of the Los Angeles Control. 

Standing (left to right) are Thomas 
Chambers, national director of Controllers 
Institute from Vancouver, B. C.; W. T. 
McGillivray, national director from San 
Francisco; Dudley E. Browne, past presi- 
dent and past board chairman of the In- 
stitute and national director at large from 
Los Angeles; Harold K. Merrill, national 
director from Portland; and Stanley B. 
Murray, past president of the San Fran- 
cisco Control and general chairman of the 
1960 Annual National Conference of 
Controllers Institute of America to be 
held in San Francisco. 
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Tolede, Ohio 


Commemorating its 15th anniversary, 
the Toledo Control of Controllers Insti- 
tute of America gathered its charter mem- § 
bers, past presidents, current officers and 
guests for photographs at the dinner 
meeting held on November 6. 













(TOP TO BOTTOM LEFT) 
Charter Members: (Left to right) Eu- 
gene P. Heiles, vice president and con- 
troller, Surface Combustion Corporation; 
Lemuel L. Hawk, vice president, secretary § 
and treasurer, The Aro Equipment Cor- 
poration, Bryan, Ohio; Clarence C. Bower, 
retired; James B. Fenner, vice president 
and comptroller, Electric Auto-Lite Com- 
pany; Joseph V. Britt, controller, Unitcast 
Corporation; Paul Haase, managing di- 
rector of Controllers Institute, New York; 
and Frank S. Slick, controller, the Ohio 
Oil Company, Findlay, Ohio. 

Past Presidents: (Seated left to right) 
Barney J. Steger, controller, France Stone 
Company (1956-1957); Hobart M. 
Brown, controller, Wearley Motor Co. 
(1949-1950) ; Robert W. Vogel, assistant 
treasurer, Champion Spark Plug Company 
(1957-1958) ; (Standing left to right) 
Herbert E. Bremforder, treasurer, the AP 
Parts Corporation (1952-1953) ; Eugene 
P. Heiles, vice president and controller, 
Surface Combustion Corporation (1947- 
1948) ; Clarence C. Bower, retired (1951- 
1952); James B. Fenner, vice president 
and comptroller, Electric Auto-Lite Com- 
pany (1946-1947) ; Joseph V. Britt, con- 
troller, Unitcast Corporation (1948- 
1949); Frank S. Slick, controller, the 
Ohio Oil Company (1955-1956) ; John 
M. Robinson, executive vice president, 
the DeVilbiss Company (1953-1954); 
and John R. Kahler, secretary-treasurer, 
Sandusky Foundry & Machine Company, 
Sandusky, Ohio (1958-1959). 

1958-1959 Officers: (Seated left to 
right) Eugene P. Heiles, vice president, 
Region VI; Paul Langdon, manager f- 
nancial accounting, Battelle Memorial 
Institute, Columbus, Ohio, national di- 
rector from Region V1; (Standing left to 
right) Robert Rasmussen, plant control- 
ler, Doehler-Jarvis Division, National 
Lead Company, Control treasurer; Harold 
B. Jackson, secretary and treasurer, the 
Ransom & Randolph Company, Control 
first vice president; John R. Kahler, 
Control president; Louis O. Staelens, as- 
sistant controller, Willys Motors, Inc., 
Control second vice president; and Ralph 
J. Meyer, controller, the Acklin Stamping 
Division, Tecumseh Products Co., Con- 
trol secretary. 
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Seattle, Washington (10? RIGHT) 


Charter members and current officers of 
the Seattle Control of Controllers Insti- 
tute gathered at the head table on the oc- 
casion of the Control’s 15th anniversary 
banquet on November 20. 

Seated (left to right) are W. D. Brown, 
current Control president; R. P. Steen, 
C. H. Gordon, and C. L. Anderson who 
are charter members of the Control; Paul 
Haase, managing director of Controllers 
Institute, who was also present at the or- 
ganization meeting in 1943; and Ralph 
B. Bush, past president of the Control. 

Standing (/eft to right) are R. A. Mac- 
Donald, past president of the Control; 
Harold W. Haynes, Control director; 
Clyde Skeen, chairman of the Advisory 
Panel on Government Contract Profit 
Limitations of Controllers Institute; Rus- 
sell E. Earley, W. J. Pennington, F. E. 
Smetheram, J. E. Anderson, and J. O. 
Yeasting—all past presidents (Mr. Yeast- 
ing is also vice president of Region X of 
Controllers Institute); James S. Funk, 
vice president of the Control; and K. A. 
Stotler, Control secretary and treasurer. 


Biumingham, Alabama (CENTER) 


Local and national officials of Regions 
V and IX of Controllers Institute met in 
Birmingham, together with the Institute’s 
national president, J. McCall Hughes, on 
November 21 to develop plans for the 
Area Operations Committees which will 
be a part of the Institute’s administrative 
structure as a result of the recently adopted 
reorganization plan. 

Mr. Hughes is seated second from the 
tight in the photograph and at his right is 
John C. Shea of New Orleans, vice presi- 
dent of Region IX, and C. C. Lay of 
Chattanooga, vice president of Region V. 
Seated at the extreme left is John V. van 
Pelt III, vice president of Controllership 
Foundation, research arm of Controllers 
Institute, and at the extreme right, Ben R. 
Makela, assistant secretary of CIA. 

Standing (left to right) are Benjamin 
B. Bromberg, president of the Florida 
Control; Claiborne H. Johnson, national 
director from Dallas; Henry L. Taylor, 
president of the Atlanta Control; Glenn 
A. Johnson, president of the Chattanooga 
Control; Harold S. King, president of the 
Memphis Control ; O. J. Howat, president 
of the New Orleans Control; and Henry 
D. Cragon, president of the Birmingham 
Control. 





Washington, D. C. (ower RIGHT) 


Franklin A. Gibbons, Jr., vice president 
and comptroller, the Riggs National Bank 
of Washington, D. C., was elected presi- 
dent of the District of Columbia Control 
of Controllers Institute, 1958-1959, to fill 
the vacancy occasioned by the passing of 
Frank B. Morgan, comptroller of the 
American Security and Trust Company, 
Washington, D. C. 
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The accounting profession was chided 
for “misleading” corporate management 
by its failure to understand the principles 
of long-range profit-planning. Members 
of the New York Chapter of the National 
Association of Accountants meeting at the 
Biltmore Hotel, heard Robert Trundle, 
president of Trundle Consultants of 
Cleveland, Ohio, assail ‘‘segmented”’ ac- 
counting approaches and call for more 
creative accounting techniques which are 
in tune with the complexity of modern 





“Accountants have a holy horror of 
breaking down expenses into their fixed 
and variable components,” Mr. Trundle 
said. He charged that as a result of this 
some accountants have unwittingly sup- 
plied misleading information for a variety 
of managerial actions involving make-or- 
buy decisions, new plant acquisitions, 
labor negotiations, and decisions to in- 
crease or cut prices. 

“The increasing complexity of modern 
business calls for a common language so 
that the long-range profit implications of 





business. 


Where do You STAND 


on Data-Processing? 
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Did you know that any company—large or 
small—can take advantage of modern data- 
processing methods to cut costs on clerical 


operations like these? 


STATISTICAL provides a service that combines 
automatic procedures with the latest comput- 
ing and tabulating equipment to give you all 


4 





Sales Analysis 


Accounts 
Receivable 


General Accounting 
Production Planning 
Inventories 
Budgeting 


Market Research 
Tabulations 


© 


the reports you need. You get them faster, 
more accurately and at lower cost—without investing in additional man- 


power and equipment. 


If you have a tabulating department, sTATISTICAL can help you cut costs in 
handling your overloads, retrenchments, conversions and special assignments. 


Just contact our nearest office. 


STATISTICAL 
facilities now include the 
IBM 650 electronic com- 
puter which opens new 
avenues of cost control to 
management. 





STATISTICAL 


TABULATING CORPORATION 


Established 1933 - Michael R. Notaro, President 


TABULATING 
TEMPORARY OFFICE PERSONNEL 


CALCULATING + TYPING 


General Offices: 53 West Jackson Blvd., Chicago 4, Illinois. Phone: HArrison 7-4500 
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Speaker Chides Accountants for Unwittingly “Misleading” Management 





decisions can be understood by every 
member of the management team,” Mr. 
Trundle declared. He labelled this com- 
mon language “the language of profit-vol- 
ume relationship or the marginal income 
concept” and defined marginal income as 
the difference between selling price and 
variable cost. He added that such an ap- 
proach relates varying points of view and 
brings factors like fixed costs, variable 
costs, sales volume, price and break-even 
points into clear focus. 

The management consultant conceded 
that although it is not easy to break down 
expenses into fixed and variable costs and 
further refine them by weighing semivari- 
able expenses and other factors, account- 
ants must do so to give management the 
information for making intelligent deci- 
sions. Mr. Trundle said that accountants 
“cannot afford to remain frozen in con- 
ventional approaches if they want to play 
a role in the management decision-making 
process.” 


Uniform Cost Principles for 
Federally Sponsored Research 


The Director of the Budget has issued a 
uniform set of cost principles to be applied 
by government agencies to federally spon- 
sored research conducted at educational 
institutions. All agencies other than those 
which operate under specific legal limita- 
tions governing the payment of overhead 
costs are expected to put the principles 
into effect at once. The principles are to 
guide the agencies and the educational in- 
stitutions in determining both direct and 
indirect costs under research grants and 
contracts: they are the result of the joint 
effort in which representatives of nine 
government agencies participated and on 
which extensive consultation was held 
with university officials. No significant 
changes in the generally accepted and es- 
tablished accounting practices of colleges 
and universities are expected to be tre- 
quired as a result of the application of the 
uniform cost principles. 

Federal grants and contracts to educa- 
tional institutions for research and devel- 
opment have increased from $15 million 
in 1940 to $440 million in 1958. Fifteen 
government agencies now sponsor re- 
search at more than 400 institutions of 
higher learning. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA NEW YORK, N. Y. CHICAGO 
PITTSBURGH ST. LOUIS 
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Employe Savings Programs 

Company-sponsored employe savings 
programs have been found to be effective 
in supplementing pension benefits, as a 
cushion against inflation, and as a me- 
dium of investment in securities. The 
plan being put into operation by the Gen- 
eral Electric Company permits an employe 
to save up to 6% of his pay. The company 
adds 50% of the worker’s savings pro- 
vided they are left intact for three years. 
All the employe contributions will be in- 
vested in United States Savings Bonds un- 
less the employe elects to have the com- 
pany contribution invested in GE stock. 
The employe may draw all or part of his 
contributions at any time, for any reason. 
If he is laid off for six months, he can get 
the accumulated company payments in the 

lan. 

F The savings and investment plan idea 
started in the oil industry and then moved 
into other fields. The Shell Oil Company, 
in its savings plan, allows contributions 
up to 10% of wages, depending on length 
of service. The company matches em- 
ployes’ contributions dollar for dollar. 
Other companies permit employes to add 
from 3% to 10% of base pay, with the 
average around 5%. Company contribu- 
tions range from one-third to 100% of 
the workers’ contributions. 

The Savings Fund Plan for salaried em- 
ployes started by U. S. Steel in May 1957 
had 92% of the eligible employes in the 
plan by the end of that year. They were 
saving an average of 6.5% of their sal- 
aries while the company was contributing 
50% additional. In the Savings-Stock Pur- 
chase Program which General Motors has, 
the company contributes one dollar for 
every two dollars saved by the employe. 


Use of Company Creeds Grows 


Corporate philosophies are being ex- 
plored by more and more American com- 
panies as they seek to spell out their ob- 
jectives and policies. A survey of 51 
American and Canadian companies, con- 
ducted by the American Management As- 
sociation, indicates that the companies 
would advise other concerns to develop 
creeds. 

None of the companies surveyed said 
that formulating a creed was a waste of 
time because the actual development of a 
written statement helped them to clarify 
their ideas. Less than half of the compa- 
nies surveyed, however, said a creed was 
useful. 

The creeds included in the study varied 
from brief statements of abstract princi- 
ples to detailed listings of concrete operat- 
ing policies and sales and profit objectives. 
A usual creed does one or more of the 
following: It sets objectives, aims and 
goals, lays down principles, policies and 
ethics governing the manner in which they 
ate to be obtained and states the responsi- 
bilities and obligations. 
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WE CAN’T GIVE LEGAL ADVICE 
BUT WE CAN POINT THE WAY 


CORPORATE RECORDS RETENTION, VOL. 1: 
A Guide to U. S. Federal Requirements 


Space, at any time, means money most firms figure at $ per square foot. 
Filing of records, no matter how you do it, involves more money, time 
and expense. 


Is there an end in sight ? 


There is, but most management executives do not have the time and are 
not able to pinpoint the specific ruling in the maze of regulations gov- 
erning the time-length of records retention. Others feel they might in- 
fringe on what is considered a legal decision. 


As a management executive you should know. Now, you can know— 
simply, swiftly—easily as possible with CORPORATE RECORDS RETEN- 
TION, Vol. 1. 





CORPORATE RECORDS RETENTION, Vol. 1, will point the way for you, 
single out the federal requirements denoting the time-length of records 
retention for 15 major industries. You will be able to adopt these 
accepted and precise time-length requirements for your own records 


retention program. 





In a matter of minutes, you can sit down with your legal counsel and 
work toward savings of thousands of dollars in space, filing time, cleri- 
cal costs and records maintenance. 


CORPORATE RECORDS RETENTION, Vol. 1, contains 242 pages with 27 
sections—and the detailed index will make it easy for you to put your 
finger on hundreds of specific time-length record requirements: ac- 


counts receivables and payables... bank deposits . . . cancelled 
checks . . . depreciation reserves . . . financial reports . . . insurance 
records . . . journals . . . payroll records . . . tax records . . . and 


much, much more. 


Plus—information on microfilming in lieu of original records whenever 
‘ : 5 o 
permissible. 


Order Volume 1: A Guide To U. S. Federal Requirements now, so you 
will be sure to have the complete picture. 


CORPORATE RECORDS RETENTION, VOL. 1 $10.00 


($7.50 to members of Controllers Institute of America) 


Volume 2, scheduled for later release, will deal with the re- 
quirements of Canada and its Provinces. 


Volume 3, soon to appear, will concentrate on the individual 
requirements of the U.S. state governments. 


We will be glad to reserve future volumes on request. When 
you order Volume 1, just tell us to reserve Volumes 2 and 3. 


WRITE TO: 

CONTROLLERSHIP FOUNDATION, INC. 
DEPT. C-118 

2 PARK AVENUE, NEW YORK 16, N. Y. 





Orders from non-members outside Continental U, S. and Canada 
must be accompanied by remittance 











BUSINESS BUDGETING* 


By Dr. Burnard H. Sord and Dr. Glenn A. Welsch 





Reviewed by EDWARD H. EATON 
Treasurer 

Pittsburgh Plate Glass Company 
Pittsburgh, Pa. 


At the 1957 annual national conference 
of Controllers Institute, our chairman of 
the board, James L. Peirce, laid great em- 
phasis on the challenge that lies ahead of 
the controller in perfecting management 
planning and control. “It seems safe to 
say that the tests which the coming years 
will place on business leadership will 
bring a louder call for planning and con- 
trol. Perhaps the next cycle in our deli- 
cately balanced international economy 
will bring this development into sharper 
focus. Nothing fosters planning and con- 
trol like difficulty in making profits,” he 
said. 

It is, therefore, not surprising to find 
Controllership Foundation has made a 
survey in this field to appraise the accom- 
plishments to date. Though the title, 
BUSINESS BUDGETING, might be con- 
sidered to imply that it only covers the 
planning phase of management planning 
and control, it does report on the control 
activities that come into play when actual 
results are available for comparison with 
the budget. 

Unlike the countless books and articles 
that have been published recently on 
“how to budget,” all this textbookish meth- 
odry is omitted from this book. The 


Foundation instead has made an analysis 
of the who, what, where and when of 
budgeting policies and practices of sev- 
eral hundred American companies which 
have been carefully selected because they 
are believed to be leaders in the develop- 
ment of the planning and control func- 
tions. The result is not a cross-section re- 
port but an analysis of the best; in making 
their selections, the researchers were care- 
ful to include small- as well as medium- 
and large-sized companies, and the vari- 
ous types of service organizations have 
been covered in addition to manufactur- 
ing concerns. 

By spending several days at each of 35 
companies, personally interviewing per- 
sonnel and obtaining replies to a mail 
questionnaire from 389 others, the re- 
searchers received the answers to the 
afore-mentioned 4 W’s. The only fact 
that I found left uncovered was how 
much profits increased when a complete 
budget program was installed!! Though 
tables in the book show survey results 
separately for the interviewed companies 
compared with the questionnaire replies, 
the latter were obtained primarily to con- 
firm answers obtained in person. As 
would be expected, these personal con- 
tacts provided the comments and experi- 
ences that are related in the text material 
—viewpoints of operating and sales offi- 
cials indicate the general acceptance of 
the program in these companies that are 
leaders in budgeting. Pitfalls and prob- 
lems that have been encountered in in- 
stalling budgeting programs are reported 
to some extent and the authors have made 
their own observations on areas needing 
further development. 

In some cases, the number of com- 
panies reporting a lack of budgeting in 
certain areas is as interesting as the num- 
ber that do plan in other areas: whereas 
it is to be expected that all the inter- 
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viewed companies establish a sales ‘‘goal’”’ 
for the next year or part thereof, only 
60% of them have any formalized long- 
range sales goal. 


Is BUSINESS BUDGETING just another © 


survey; what does it add to the library of 
business literature? 

Do the peculiarities of each company's 
organization, personalities and product- 
mix prevent the application of a cross- 
sectional result to help another? 

This reader believes both the new- 
comer to budgeting, as well as the old 
pro, will find this volume useful. It can 
be a sales tool to help a controller con- 
vince a reluctant group of fellow execu- 
tives that a planning program should be 
installed; at the same time it may warn 
the controller not to be too ambitious at 
first when the survey indicates that others 
in the same category have not installed a 
fully integrated planning and control pro- 
gram. 

Budget directors of long-established 
programs will find this analysis a refer- 
ence point against which to challenge 
and check their procedures and accom- 
plishments. It will be a most fortunate 
director who does not find some phase of 
planning and control being practiced by 
others that could not be adopted for his 
corporation, for the analysis is most ex- 
haustive. 

Although the authors’ observations on 
some budgeting practices are included in 
this book, it is not intended as a text 
book; neither student nor practitioner 
will find more than an occasional com- 
ment in it on either the techniques or 
reasons for the various budgeting pro- 
cedures employed. 

This is a well-written volume, pre- 
sented in a logical sequence; results of 
both the personal interviews and the mail 
pe are presented in tabular 
orm throughout the book. Many readers 
will want to study these tables to obtain 
a summary of the survey and limit their 
reading of the text material to the areas 
in which they have particular interest. 


* Published by Controllership Foundation, 
Inc., Two Park Avenue, New York 16, N. Y. 
$12.50. 


CREDIT MANUAL OF 
COMMERCIAL LAWS, 1959 
EDITION* 


Many new laws and amendments affect- 
ing credit have been passed by Congress 
and state legislatures in the past year. The 
most important, federal and state, are 
summed up in the opening chapter of this 
new edition. Others are also discussed in 
the introductions to chapters and in the 
state-by-state summarizations. 

Of special interest to credit executives 
are new developments in federal bank- 
ruptcy legislation. Important changes in 
procedures passed by state legislatures, 
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and analyzed state-by-state in the Manual, 
cover a wide variety of subjects, among 
them chattel mortgages, mechanic’s liens, 
assignment of accounts receivable, sales 
and use taxes, bad check laws, retail in- 
stallment sales, states’ uniform commer- 
cial codes. 

New standard forms for labor and ma- 
terial payment and for performance, ap- 
proved and issued by the American Insti- 
tute of Architects, are reproduced. 

Among new features in the introduc- 
tory section are a glossary of legal ter- 
minology and tables of state enactments 
on motor vehicle owners’ financial re- 
sponsibility and related laws. 

The Manual, neither a textbook nor a 
substitute for attorneys’ service, is the 
only publication containing in one vol- 
ume a condensation of the laws on credits, 
presented in layman’s language to provide 
for executives a working guide to federal 
and state statutes directly and indirectly 
affecting daily management of credit op- 
eration. 


* Published by the National Association of 
Credit Management, 229 Fourth Avenue, New 
York 3, N. Y. $12.00. 


MONTGOMERY’S FEDERAL 
TAXES, 37TH EDITION* 


The new edition remains a definitive 
and standard volume in its field, clarify- 
ing and interpreting the full impact of 
federal taxes on business organizations 
and individual taxpayers. The volume 
crystallizes anew the practical meaning of 
the law, clearly explaining the Revenue 
Code, the Treasury regulations and rul- 
ings, leading court decisions, and reflects 
the modifications made by the Technical 
Amendments Act and the Small Business 
Tax Revision Act of 1958. Constructive 
tax planning is featured throughout the 
book, with practical suggestions offered 
for corporations, partnerships, proprietor- 
ships and also for individuals seeking to 
ease the impact of personal, estate and 
gift taxes. 





* Published by the Ronald Press Company, 
15 East 26th Street, New York 10, N. Y. 
$25.00. 


HANDBOOK OF 
AUTOMATION 
COMPUTATION AND 
CONTROL: VOLUME I— 
CONTROL FUNDAMENTALS* 


By Grabbe, Ramo and Wooldridge 


The purpose of this volume has been to 
gather together in one place the available 
theory and information on general mathe- 
matics, feedback control, computers, data 
processing, and systems design. The em- 
phasis has been on practical methods of 
applying theory, new techniques and com- 
ponents, and the ever-broadening role of 
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the electronic computer. Each chapter 
starts with definitions and descriptions 
aimed at providing perspective and goes 
on to more complicated theory, analysis, 
and applications. In general, the Hand- 
book assumes some engineering training 
and serves as an information source and 
tefresher for practicing engineers. For 
management, it is intended to provide a 
frame of reference and background ma- 
terial for understanding modern tech- 
niques of importance to business and in- 


dustry. 


* Published by John Wiley & Sons, Inc., 440 
Fourth Avenue, New York 16, N. Y. $17.00. 


AUDITING: A CPA REVIEW 
MANUAL* 


By Benjamin Newman 

This book is designed to prepare the 
candidate for successful performance on 
the CPA auditing examination. It com- 
bines a systematic, organized approach to 
subject matter with the technique of an- 
swering examination questions, treating 
these elements as essential and insepara- 


ble. 


* Published by John Wiley & Sons, Inc., 
440 Fourth Avenue, New York 16, N. Y. 
$12.75. 
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| BUSINESS FORECASTING 
| 
| 


charts, price $2.50. 


BOX 2007 








FIVE BOOKS | 
FOR THE BUSINESSMAN’S LIBRARY 


ACCOUNTS RECEIVABLE and INVENTORY FINANCING 
The most comprehensive treatise in the field of commercial financing | 
and factoring and the only one that elaborates on the operation, 
procedures and techniques of the finance and factoring business. By 
Walter S. Seidman, 249 pages, 36 forms, price $4.75. 


ESSAYS ON BUSINESS FINANCE 


| Widely used text in executive development programs. Treats promo- 
tion, organization, and management of corporations, working capital 
| management, long and short term borrowing, marketing of securities, 
capital budgeting, valuation and reorganization. By M. H. Waterman | 
and nine others. 383 pages, 27 charts, price $4.50. 


Describes a novel budgeting scheme which, by use of a single 
graphic device, pictures the outcome of a company’s plan of opera- 
tion. By W. J. Eiteman, 107 pages, 43 charts, price $3.00. 


Translates general forecasts into balance sheet and profit and loss 
figures for a specific company. By W. J. Eiteman, 67 pages, 28 


| INVESTMENT ADVICE for PROFESSIONAL MEN 


Outlines a plan of special interest to persons with stable incomes. 
Describes characteristics of life insurance, common and preferred 


safety at yields in excess of ten per cent. By H. A. Bolton and W. J. 


| | 
| stocks, and bonds. Shows how to analyze securities and to invest with 
| Eiteman, 98 pages, 19 charts, price $3.50. 

| 


If check accompanies order, deduct 10%. 


Order from 


| Matterce Press, IJuc. 


ANN ARBOR, MICHIGAN 
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PROVIDING FACTS AND FIGURES 
FOR COLLECTIVE BARGAINING 


It gives the basic and unchanging points 
on: Who should be the company nego- 
tiator; how to keep and use records; how 
to prepare “fact books’’; what financial 
implications are involved in pensions; 
how to determine the base period; what 
subjects to present at the bargaining table; 
how to avoid inconsistency in interpreting 
facts; what form to use to present facts. 


$5.00 
($3.50 to members of Controllers Institute) 


CONTROLLERSHIP FOUNDATION 
Two Park Ave., New York 16, N. Y. 
Orders from nonmembers outside Conti- 


nental U.S. and Canada must be accom- 
panied by remittance 
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This is a book on business management 
- not on mathematics. 


SCIENTIFIC 
PROGRAMMING 
in BUSINESS and 
INDUSTRY 


By ANDREW VAZSONYI, Alderson Associ- 
ates, Inc., Philadelphia 


In this work Andrew Vazsonyi, a frequent 
contributor to The Controller, brings the 
use of a complex and valuable science 
within the reach of every businessman. 
Written for management personnel, the 
book explains the use of scientific tech- 
niques in solving managerial problems. The 
applications of mathematical programming 
are described with such examples as the use 
of linear programming 
in transportation allo- 
cation and the use of 
statistical methods in 
production and inven- 
tory control. Many fac- 
tual case histories are 
included, making this 
work practical and au- 


thentic. 
$13.50 


440 Fourth Ave., New York 16, N.Y. 


send me SCIENTIFIC PRO- 
GRAMMING IN BUSINESS AND IN- 
DUSTRY to read and examine. In ten 
days I will send my check for $13.50 plus 
postage, or return the book and owe noth- 
ing. 


Please 


Zone ....State 


( ) SAVE! Enclose $13.50 and we will 1! 
pay postage. Same return privilege. I 
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The chances of survival of a closely 
held business following the death of its 
principal owner have been enhanced con- 
siderably by the new privilege of paying 
the federal estate taxes in installments, ac- 
cording to Commerce Clearing House. 
Forced sale or liquidation of the business, 
often required to meet demands for a 
lump-sum settlement of estate taxes, may 
be averted in many instances by the new 
provision in the Small Business Tax Re- 
vision Act of 1958. 

Where an interest in a closely held 
business is included in the gross estate of 
a decedent, the executor of the estate may 
elect to pay the federal estate tax on that 
particular interest in installments over pe- 
riods of two to ten years. To qualify for 
the election, the interest in the business 
must represent at least 35 per cent of the 
gross estate or 50 per cent of the taxable 


A New York company that left the hir- 
ing of extra employes up to its foreman 
was found guilty of an unfair labor prac- 
tice because the foreman hired union men 
ahead of nonunion members. The NLRB 
ruled that the company was responsible 
for the foreman’s hiring practices but that 
the union was not. The foreman is re- 
quired by contract to be a union member. 

The case involved a wholesale distribu- 
tor of magazines and newspapers and 
came about through a charge by a part- 
time worker that the foreman deprived 
him of work because he was not a mem- 
ber of the union. In an affidavit, the fore- 


Budgeted expenditures for research and 
development in 1958 are up an average of 
4 per cent over 1957, according to a sur- 
vey released by the American Manage- 
ment Association. More than 800 com- 
panies took part in the study made by the 
Association’s Research and Development 
Division. 

Of the 24 industries covered in the sur- 
vey 18 showed an increase in budget for 
R&D ranging from 2 per cent to 26 per 
cent (transportation equipment). Six in- 
dustries showed a decline in budget; the 
greatest reduction was 15 per cent (con- 
struction machinery). 

Other industries that showed marked 
increases in their budgets for research and 
development were service machinery 
(13.3 per cent), chemicals (10 per cent), 
food beverages (8.3 per cent), and stone, 
clay, and glass (7.1 per cent). Those with 
the greatest reductions in budgeted ex- 
penditures were engines and turbines (9 
per cent) and autos (6 per cent). 

Research and development expendi- 
tures in 1957 averaged 2.8 per cent of 
| 1957 sales, the survey showed. Industries 
| reporting the highest percentages were in- 





Part Payment of Estate Tax May Avert Many Forced Sales 


estate, according to CCH’s Federal Estate 
and Gift Tax Reports. Termination of the 
election is provided for under certain cir- 
cumstances, and any subsequently accu- 
mulated income of the estate after the 
fourth taxable year must be applied 
against the balance of the unpaid tax. 

Deficiencies assessed against such estates 
are also prorated to installments which 
are subject to interest at the rate of 4 per 
cent. In the past all deficiencies were sub- 
ject to 6 per cent interest. Newly issued 
regulations, adopted temporarily by the 
Internal Revenue Service, detail the 
methods for taking advantage of install- 
ment privileges which are available to any 
executor of an estate consisting largely of 
an interest in a closely held business. The 
notice of election to pay the tax in install- 
ments must be filed on or before the due 
date of the return. 


Management Blamed for Union Policies 


man said he would not hire a nonunion 
man ahead of a union man because “‘un- 
der the union’s oath and by-laws I am tre- 
quired to give preference in employment 
to fellow union members at all times.” 
The NLRB found that nothing in the un- 
ion’s by-laws or oath obligated the fore- 
man to follow that policy and concluded, 
therefore, that the union was not at fault. 
The Board found, then, that the company 
is liable for maintaining an unlawful prac- 
tice and ordered the company to halt any 
policy or practice that gives union mem- 
bers the preferential claim to jobs. 


Research and Development Expenditures Rise 


struments (5.2 per cent), autos (5 per 
cent), electrical machinery (4.8 per cent), 
and aircraft (4.4 per cent). 

A look behind the figures indicates that: 
1) in most cases budgets are still tied to 
near-term expectations; 2) an attempt is 
being made to offset cutbacks by exercis- 
ing greater selectivity in choice of proj- 
ects and through operating economies; 
and 3) the emphasis is on the develop- 
ment of items that are “close to the 
shipping-room door.” 





HELP WANTED 


BU DGET DIRECTOR 


Multi-division organization with exten- 
sive operations in Latin America has an 
opening for an outstanding young man 
to design and direct a new company- 
wide budget system, as well as supervise 
internal audit program. Must have strong 
background in public accounting or in- 
ternal auditing, minimum three years in 
industrial budget work. To arrange in- 
terview submit complete resume includ- 
ing salary requirement. 
Box D2368—The Controller 

Two Park Avenue New York 16, N. Y. 











THE CONTROLLER * JANUARY, 1959 





union 
“un- 
m re- 
ment 
mes.” 
e un- 
fore- 
uded, 
fault. 
\pany 
prac- 
t any 
nem- 





News of Other Organizations 


NABAC 

The NABAC Key, the highest honor 
award the National Association of Bank 
Auditors and Comptrollers can bestow, 
was presented to NABAC’s executive vice 
president and editor, Darrell R. Cochard, 
in recognition of meritorious service to 
the Association and to the banking pro- 
fession. In making the award, during the 
banquet at the 34th Annual Convention, 
NABAC President Franklin D. Price 
pointed out that Darrell Cochard, well 
known as “Mr. NABAC,” opened the 
Association’s first one-man headquarters 
office in Cleveland, Ohio, in 1940; served 
as president of its Cleveland Conference; 
as national committeeman; and was asso- 
ciate editor of Auditgram. Mr. NABAC 
is the first member of the NABAC staff 
to receive the Association’s honor key. 

Edward F. Lyle, senior vice president 
and comptroller, City National Bank and 
Trust Company, Kansas City, Mo., is the 
newly appointed director of the School 
for Bank Auditors and Comptrollers. 


AAA 

At the recent annual convention of the 
American Accounting Association, the 
following were elected to these offices 
for 1959: President, Martin L. Black, Jr., 
Duke University; vice president, Robert 
N. Anthony, Harvard University, Thomas 
D. Flynn, Arthur Young & Co., Gilbert 
P. Maynard, University of Iowa, and 
Rufus Wixon, Jr., Wharton School, Uni- 
versity of Pennsylvania; secretary-treas- 
urer, Carson Cox, Ohio State University ; 
editor, Robert K. Mautz, University of 
Illinois; director of research, A. B. 
Carson, University of California at Los 
Angeles. 


INCFO 

Richard N. Smith, secretary-treasurer of 
the Copley Press, Inc., La Jolla, Calif., 
has been elected president of the Institute 
of Newspaper Controllers and Finance 
Officers. Other top officers are: Arthur A. 
Brown, comptroller and assistant secre- 
tary, Newport News (Va.) Press and 
Times-Herald, first vice president ; Charles 
M. Hupp, general office manager, New 
York (N. Y.) Herald Tribune, second 
vice president; Michael M. Pennock, 
chief accountant, Philadelphia (Pa.) In- 
quirer, re-elected secretary; and James R. 
Foss, controller, Lawrence (Mass.) Eagle 
and Tribune, renamed treasurer. 


ARMA 

The following officers were elected at 
the annual meeting of the American Rec- 
ords Management Association for 1958- 
59: H. W. Fred Shaw, Kaiser Steel Corp. 
—president; Ida Welch, Allen Bradley 
Co.—first vice president; Thomas E. 
Henzey, The Illuminating Co.—second 
vice president; William Benedon, Lock- 
heed Aircraft Corp.—treasurer; and Ger- 
trude Schroeder—secretary. 
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Now, one Mary,can do what 
13 used to do! 


Mary and the Macey Collator Stitch- 
A-Fold system can feed, collate, stitch 
and fold 36,000, 6x9” sheets of 
paper (3,000 booklets) an hour — 
the same work that normally takes 13 
people working top speed. 


The Macey Collator handles sheet 
thicknesses from onionskin to card- 
board, and it’s accurate... never 
needs a coffee break. 


The Macey Stitch-A-Fold jogs book- 
lets perfectly; staples them; folds 
them into finished booklet form, 
ready to mail. 


INTERTYPE 


One girl can work these two 
machines in tandem to bind your 
own books — from single sheets to 
finished form. The system pays for 
itself in months. 





FREE SURVEY OF 
YOUR PLANT OR OFFICE 


Want to find your collating and 
paper gathering costs (including 
hidden costs)? We'll do a free survey 
of your plant or office without inter- 
rupting any work schedules. Write 
today, no obligation. 











MACEY COMPANY 


A Subsidiary of Harris-Intertype Corporation 


13835 Enterprise Avenue, Cleveland 35, Ohio 





Tax Highlights of 1958 


(Continued from page 22) 


expense reimbursement are proper. Higher 
allowances require Treasury approval.11¢ 

Gain on a deferred sale where the 
down payment exceeds 30% of the gross 
selling price on real property, the pur- 
chaser’s obligations may be discounted to 
their fair market value at the time of the 
sale. But for an accrual basis seller of 
personal property, the purchaser's obliga- 
tions have to be reported at face value 
unless the entire gain is postponed be- 
cause purchaser’s obligations are not likely 
to be paid.111 

Perpetual cemetery care funds are de- 
ductible if for the care of the cemetery as 
a whole, for plots as a whole, but not for 
one particular plot.1!? 

Dependent may be a nonrelative living 
in taxpayer’s home for the entire taxable 
year, provided the living together is not 
in violation of local law.118 

Exclusion for income earned abroad 
includes vacation time abroad as well as 
in the United States in determining the 17- 
month stay abroad to escape federal 
United States income taxes.1!4 

Customer entertainment and sales meet- 
mgs on a cruiser are proper deductions.115 

Medical deductible expense includes 
transportation costs for patient and 
nurse.116 

“Head of household” favorable tax 
treatment is allowed though dependents 
are in institutions of illness, schools, or 
military service.117 

Employe death benefit of $5,000 may 
be prorated as an annuity.118 

Insurance premiums on stockholders’ 
lives ate not dividends, where the insur- 
ance funded a stock redemption plan 
upon stockholders’ deaths for a guaran- 
teed minimum price.!!® 


Labor unions’ sickness and other benefit 
plans giving members vested rights may 
cause the loss of tax-exemption.1?° 

Appraisal fees expended to establish 
casualty loss are a deductible nonbusiness 
expense,121 

Stamp taxes are due when a gift in 
securities is made to a minor's custodian, 
but not when they pass from the custodian 
to the individual when the latter reaches 
his majority.122 

Legal fees to re-establish oneself as 

resident of a corporation are a deductible 
Setaese expense,18 

Trustee’s commissions prepaid by 
grantor on cash basis are deductible only 
over period of services.1*4 

Marital deduction is disallowed where 
widow could consume the principal but 
did not give it away.125 

Teacher's cost for graduate study may 
be deducted if it is necessary for reap- 
pointment.1?6 

Sick pay tax treatment is allowed 
teachers on sabbatical leave if the periods 
do not include normal summer, Christmas 
and other vacations.127 

Legal fees in connection with a divorce 
are nonbusiness expense deductions to the 
extent that property distribution is in- 
volved.128 

Kickbacks to purchasing agent are not 
taxable to employer.1?9 

Employe need not include lodging in 
his taxable income under the ‘‘convenience 
of the employer” rule if it is not taken 
into account in his employment contract 
and he does not have to reimburse the 
employer.1%° 

Dividend credit of 4% against tax ap- 
plies to total taxable income rather than to 
taxable income minus 50% of capital 
gains.131 

Gratuities to widows are taxable in- 
come according to the Treasury.1°* The 





The right 


Ask B& M 
about: 


Treasurers 
Controllers 


General 
Accountants 


Budget Specialists 
Auditors 
Cost Accountants 


Machine 
Accountants 


Systems Men 
Tax Specialists 








To you and your organization your personnel 
problem is a special one indeed: that is why 
a talk with one of our highly qualified staff 
. .. in complete confidence. . 
valuable in bringing about a prompt and com- 
pletely satisfying solution. Available to you 
always is the intimate experience both in ac- 
counting and personnel servicing for many 
companies, large and small. Write or call 
Frank W. Hastings, Kingsley 6-2300. 


BUTTRICK & MEGARY 


Organization Builders for 27 Years. 
Western Saving Fund Bldg., Philadelphia 7, Pa. 
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Tax and Federal courts have taken a con- 
trary position. The Treasury on appeal is 
now taking the position that such gratui- 
ties in closely held corporations constitute 
taxable dividends.138 

Travel expense by construction worker 
is deductible only if employment is tem- 
porary.134 

Special schooling for physically and 
mentally handicapped, but not “problem” 
children, constitute medical expenses.1%5 


Delegates to church conventions may | 


deduct costs of attending 
charitable contributions.136 


same as 


TAX PROCEDURE 


Settlement of Tax Court cases will be 
vested fully in the Regional Counsel of 
the Internal Revenue Service after the 
opening day of the session of the Tax 
Court at which the case is calendared. 
Prior to that date it is the joint responsi- 
bility of the Regional Counsel and the 
Regional Appellate Division subject to 
the final decision by the Chief Counsel in 
the event of a disagreement.137 

Mailing date is date of charitable con- 
tribution.188 

New corporation’s taxable year becomes 
fixed by election when applying for an 
extension to file.19® 

Common-law marriages ate recognized 
for federal income tax purposes if it is 


recognized by the state in which it was | 


effected .140 


Examination of books and records may | 


not be terminated by receipt of a de 
ficiency notice and the filing of a Tax 
Court petition.141 

Taxpayer is entitled to know particulars 
as to the Treasury's claim for fraud on 
net worth basis in the pleadings in the 
Tax Court.142 

States enjoy blanket authority to in- 
spect federal estate, gift and income tax 
returns. 148 

Federal income tax returns are not 
privileged where the returns are material 
to the claims of the parties.144 

Estate by the entirety is not subject to a 
federal tax lien for a husband’s unpaid 
tax until wife dies.1#° 

Partial payments against tax deficien- 
cies, penalty and interest are dischargeable 
by cash taxpayers.146 

Overstatement of basis of assets does 
not result in omission of income so as to 
increase the statute of limitations to five 
years,147 

Surety-assignee lien from subcontractor 
is not a mortgage and is therefore not 
superior to a federal tax lien.148 

In criminal tax fraud proceedings by 
the net worth process, the Treasury has to 
carry also the burden to prove the source 
of the appreciations of wealth.149 

Wife is held jointly and severally liable 
on joint return prepared and signed by 
accountant in her name on the principal 
of ratification because she had not filed 
another.150 


THE CONTROLLER * JANUARY, 1959 

















y 
lien 
eve 


pro 
crec 
in t 
law 
unt: 
of r 
not 


tion 
rant 








a con- 
eal is 
gratui- 
stitute 


vorker 
> tem- 


y and 
blem” 
ses,185 
F may 
le as 


ill be 
sel of 
r the 
2 Tax 
dared. 
ponsi- 
d the 
act to 
sel in 


- CON- 


comes 
or an 


nized 
it is 


t was 


s may 
a de- 
. Tax 


culars 
id on 
n the 


O in- 
1e tax 


> not 
terial 


t toa 


npaid 


icien- 
eable 


does 
as to 
» five 


‘actor 
> not 


5 by 
Jas to 
ource 


iable 
d by 
cipal 

filed 














Tax liens enjoy priority over mechanics’ 
liens, where the latter are not perfected, 
even though state law favors them.151 

Beneficiary’s liability for insurance 
proceeds of a decedent is dependent upon 
the applicable state law which governs 
creditors’ rights generally, or upon a lien 
in the Government’s favor under federal 
law.15? 

Tax refund claims cannot be instituted 
until the entire tax deficiency is paid.1°% 

Limitation period begins with the filing 
of nonfraudulent returns.1°4 

Manufacturers’ excise tax refunds are 
not allowable on costs of making rectifica- 
tion on ordinary but only on special war- 
ranties. 15° 


FOOTNOTES 


Gellman v. U.S., 49 A.F.T.R. 1689; R.R. 
58-125; Torti, C.C.A.-7, November 27, 1957. 
2F, & M. Schaefer Brewing Co., v. US. 

C.C.A.-2, 1958. 

® Stoeltzing, T.C. Memo 1958-111. 

‘Wagner, T.C. Memo 1958-112. 

5 Leach Corp., 30 T.C. No. 54. 

° Arthur Glickman, C.C.A.-2, affirming T.C. 
Memo 1957-124. 

"Special Ruling. 

®R.R. 57-378, 1.R.B. 1957-34. 

* Leach Corp., 30 T.C. No. 54. 

1R.R. 57-480, I.R.B. 1957-43. The Tax 
Court in Michaels 12 T.C. 17 holds that it is 
all ordinary income if coupled with a covenant 
not to compete, but the Fifth Circuit in Mas- 
quelette, 239 F(2d) 322 holds that it is all 
capital gain. 

1 R.R. 57-503, I.R.B. 1957-43. 

® Champion Spark Plug Co., 30 T.C. No. 26; 
compare Beacon Publishing Co., C.C.A.-10, 218 
F(2d) 697, permitting the deferral of prepaid 
income on the accrual basis. 

% Texas Trailercoach, Inc., C.C.A.-5, 251 
F(2d) 395, reversing 27 T.C. No. 23; Glover 
v. Com’r, C.C.A.-8, 253 F(2d) 735. 

* Pelton Steel Casting Co., C.C.A.-7, affirming 
28 T.C. No. 20, distinguishing Dil] Mfg. Co., 
39 B.T.A. 1023(1939) and Gazette Publishing 
Co., 103 F.Supp. 779 (D.C. Ark. 1952), both 
of which involve minority interests. 

* R.R. 58-209, I.R.B. 1958-19. 

® Commissioner's Letter to Senator Kefauver, 
February 13, 1958. 

™ Denise Coal Co., 29 T.C. No. 61. 

* Reg. 111, Para. 29.23(q-1); F. Strauss & 
Son, Inc., C.C.A.-8, 251 F(2d) 724. 

YR.R. 58-54. 

* R.R. 57-492, I.R.B. 1957-43. 

™ National Bread Wrapping Machinery Co., 
30 T.C. No. 52, contra Pacific Grape Products 
Co. 219 F(2d) 862(C.C.A.-9) ; Schuessler, 230 
F(2d) 722 (C.C.A.-5); Hiélinski, 237 F(2d) 
703. 

* R.R. 57-521, I.R.B. 1957-44. 

* Jordan Marsh Co., T.C. Para. 7115 (M). 

™ R.R. 57-419, I.R.B. 1957-38. 

*R.R. 57-490, I.R.B. 1957-43; Reg. Sec. 
1.170-1(b) (2). 

* Whitehall Pharmacal Co., v. City of New 
York, N.Y. Sup. Ct. December 10, 1957. 

™ Cohn v. U.S., C.C.A.-6, 1958. 

* Keystone Coal Co., 30 T.C. No. 106. 

* R.R. 58-402, I.R.B. 1958-33, 8. 

*R.R. 58-480. 

“Old National Bank in Evansville, 2 
AF.T.R.(2d) 5022. 

® Libson Shops, 353 US. 382. 

* Sec. 382(f). 

“This decision is erroneous under the 1939 
Code but would have been correct under the 
1954 Code. Mill Ridge Coal Co., Dist. Ct. N.D. 
Ala. S. Div. Mar. 28, 1958; Sec. 122, 1939 
Code; Sec. 382(a) 1954 Code. 

(Continued on page 40) 
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CONTROLLERSHIP 
COUNTERS INFLATION AND TAXES 


A collection of papers presented at the 
27th Annual National Conference of Controllers Institute of 
America held in Atlantic City, New Jersey, October 19-22, 1958 


Contents 


Profit Elimination Trend Threatens America’s Freedom and 
Progress—Clifford W. Hood 


Economic Depreciation—William W. Werntz 
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Financing a Company During Inflation—Fred P. Slivon 


Planning Ahead for Financing in a Seasonal Industry—Food— 
Robert W. Rogers 


Recent Money Market Developments—James J. O’ Leary 
Recent Trends in the Bond Market—A. B. Hager, Jr. 
Outlook for Banks in Company Financing—James M. Large 


New Peaks in Production Require Expanded Plant Capacity— 
Phillip L. West 


Financial Forecasting and Budgeting—John McKnight 


Direct Costing for Internal Profit Measurement— 
I. Wayne Keller 


$1.00 


Address orders to 
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THEME: 
Thursday 


MARCH 5 P.M. 


EVE. 


Friday 


MARCH 6 A.M. 


LUNCHEON 


P.M. 


EVE. 


Saturday 


MARCH 7 A.M. 


LUNCHEON 











Southern Conference 
CONTROLLERS 
INSTITUTE 


OF AMERICA 


Sponsored by 
THE NEW ORLEANS CONTROL 


HOTEL ROOSEVELT 


New Orleans 


PROGRAM 


ECONOMIC DEVELOPMENT OF THE SOUTH 


Registration 
Reception and dinner 


Keynote Speaker: Wallace Davis, president, Hibernia National 
Bank 


Subject: Effective Budgeting Means Controllership in Action 
Speaker: Dr. Glenn A. Welsch, professor of Accounting, Univer- 
sity of Texas 

Subject: Split Dollar for Executives 

Speaker: Fisher Simmons, Jr., general agent, Pan-American Life 
Insurance Co. 


Subject: Subliminal Communication 
Speaker: Dean Henry J. Engler, Jr., College of Business Admin- 
istration, Loyola University 


Subject: Taxes 

Speaker: James Connolly, vice president, Williams, Inc. 

Subject: American Flagshipping—An Economic Necessity 
Speaker: Alexander Purdon, executive director, Committee of 
American Steamship Lines 


Bayou Party 


Subject: Tomorrow's Managers 

Speaker: Dr. Dwayne Orton, editor of Think, International Busi- 
ness Machines 

Subject: Advanced Management Education 

Speaker: Dr. Willard J. Graham, professor of Accounting, Uni- 
versity of North Carolina 


Subject: Employe Recruitment and Selection 
Speaker: Robert N. Murry, McMurray, Hamstra & Company 


Plus: Special Events for the Ladies 


MARCH 5-7, 


1939 





*° R.R. 58-9; Sec. 382(a). 
*% P. G. Lake, Inc. et al., 78 US. 691. 


* RR. 57-584, following Spencer Quarries, § 


27. TC. 492. 

* Best Lock Corp., P-H T.C. Para. 7077, 
contra E. H. Sheldon & Co., 214 F(2d) 655 
(C.C.A.-6). 

° Western Contracting Corp., P-H Memo 
T.C. Para. 58077. 

® Pate, C.C.A.-10,254 F(2d) 480. 

© Armour and Co. et al., Ct. Cl., 1958. 

“ Uniharbor Corp., D.Ct. S.D. Cal. Cent, 
Div., February 25, 1958. 

*® Keystone Metal Co., 29 T.C. No. 131, fol- 
lowing Tank Truck Rentals, U.S. Sup. Ct, 
March 17, 1958. 

“ Sec. 1231; R.R. 58-133. 

“Leo Perlman, C.C.A.-2, 252 F(2d) 890, 
affirming 27 T.C. 755. 

“Spaulding Bakeries, Inc. C.C.A.-2, 
F(2d) 693, affirming 27 T.C. 1957. 

“ R.R. 58-55. The doctrine of the Dixie Pine 
Products Company, 320 US. 516, rendering 
the year of tax settlement the deductible year 
is not followed. 

* Maloney, T.C. Para. 7286 M. 

“ R.R. 58-77. 

° Elko Realty Co., 29 T.C. 1012. 

5 R.R.57-575, 1.R.B. 1957-49. 

= Ingalls Iron Works, Dist. Ct. N.D. Ala. 
S. Div. January 29, 1958; contra Royal Cotton 
Mill Co., 29 T.C. No. 84. 

° Theatre Concession, Inc., 29 T.C. 754. 

 R.R. 58-40. 

°° Monroe Zipp, C.C.A..6, May 21, 1958, 
affirming 28 T.C, No. 32. 

°° R.R. 56-249, C.B. 1956-1, p. 488; RR 
58-128, I.R.B. 1958-13. 

"ORR. 57-37, GB. 1957-1. 

°° Champion Spark Plug Co., 30 T.C. No. 26 
as to accruability of expense deductions and 
contrary to Beacon Publishing Co., C.C.A.-10, 
218 F(2d) 697 as to accruability of advance 
receipts. 

° TIR-81. 

© Phillips, 30 T.C. No. 87. 

* Evans, 30 T.C. No. 78. 

"International Trading Co., et al., T.C. 
Memo 1958-104. 


252 





“Sec. 119, 

* R.R. 57-471, 1.R.B. 1957-42. 

© R.R. 54-593, C.B. 1954-2, p. 31. 

°° Estate of Hirshon v. Com’r., C.C.A.-2, No. 
61 and No. 62, December 5, 1957. 

* Capitol Coal Co., 250 F(2d) 361. 

Buckley, 29 T.C. 455. 

© Sec. 117 (k) (2); Brown Wood Preserving 
Co., D.C. Ky. 1958. 

1.T. Inf. Rel. No. 87, August 25, 1958. 

1 Tuntz, 29 T.C. 647. 

*2 Reg. Sec. 1, 1301-2(b) (2). 

*® Kemper, 30 T.C. No. 51. 

™ Hermann F. Ruoff, 30 T.C. No. 20. 

Silverman, C.C.A.-8, 253 F(2d) 849. 

 Goelet, D.C. N.Y., 161 F. Supp. 305. 

™ Fidelity-Philadelphia Trust Co. v. Smith, 
U.S. Sup. Ct. 1958. 

8 Kermit L. Claunch, et al., 29 T.C. No. 109. 

® R.R. 58-65. 

® Pittston Co., C.C.A.-2, 252 F(2d) 344, re 
versing T.C. 

3 Steuart, 29 T.C. 372. 

* Holcombe, 30 T.C. No. 33. 

® Richard W. Morton, Jr., C.C.A.-5, 1958, 
affirming D.C.W.D. La. 1956. 

* R.R. 57-560, I.R.B. 1957-48. 

* Dairy Queen of Oklahoma, C.C.A.-10, 250 
F(2d) 203. 

® Mim. 6475, C.B. 1950-1, p. 50. 

* TIR-109; Holsey v. Com’r., 2 AFTR (2d) 
5660. 

* Drayton Heard, 30 T.C. No. 116. 

° R.R. 58-90. 

° R.R. 58-261. 

* R.R. 58-260. 

Robert Boehm, et al., C.C.A.-2, 
affirming 28 T.C. 407. 
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® Woodall, C.C.A.-10, May 6, 
versing D.C.N. Mex., 1957. 

*R.R. 54-429, 1954-2, C.B. 53. 

*®RR. 58-180, I.R.B. 1958-17. 

* Shippen, 30 T.C. No. 69. 

* TIR-83. 

* Bliss, C.C.A.-2, reversing 27 T.C. 770. 

® Yeomans, 30 T.C. No. 74. 

™ Estate of Helen Thompson, T.C. Memo. 
1958-100. 

1 Goldstein, T.C. Memo. 1957-218. 

1 Winters, D.C. Okla. 1958. 

8 R.R. 57-418. It will not apply to losses 
sustained before September 23, 1957, nor to 
losses sustained after that date, if the search 
for the prospective business or investment be- 
gan before September 23. 

4 RR. 57-538, I.R.B. 1957-46. 

% Trisko, 29 T.C. No. 59. 

167 R. 253, Sec. 6012, Form 2555. 

m RR, 58-525. 

8 Francis H. W. Ducros, 30 T.C. No. 141. 

1 Dab v. Com’r., C.C.A.-2, June 5, 1958, re- 
versing 28 T.C. 933. 

09 R.R. 58-453, I.R.B. 1958-37. 

11 Castner Co., 30 T.C. No. 112. 

12 R.R. 58-190, I.R.B. 1958-18. 

3 Trowbridge, 30 T.C. No. 88; Turnipseed, 
a7 T.C. 758. 

Sec. 911; R.R: 57-590. 

15 Cleveland-Sandusky Corp., 30 T.C. No. 50. 

U6 R.R. 58-110. 

M Reg, Para. 1.1-2(c); Hein, 28 T.C. 826. 

RR. 58-153. 

1° Sanders, C.C.A.-10, 253 F(2d) 894, fol- 
lowing Prunier, 248 F(2d) 818. 

™R.R. 58-143. It is preferable to set up 
separate trusts for this purpose. 

2 R.R. 58-180. 

2 R.R. 58-73. 


1958, re- 


7% Robert I. Ingalls, Dist. Ct., N.D. Ala., S. 
Div., January 17, 1958. 

4 R.R. 58-53. This ruling is inconsistent 
with the right to deduct on a cash basis prepaid 
interest and taxes (J.T. 3470, 1945, C.B. 109; 
Glassell, 12 T.C. 232) and business insurance 
premiums (Waldheim Realty and Investment 
Company, 245 F(2d) 823). 

125 Ellis, C.C.A.-3, 1958. 

18 Marlor, C.C.A.-2; 251 F(2d) 615. 

7 R.R. 58-91. 

1% Fisher v. U.S., 157 F. Supp. 364; Baer v. 
Com’r, 196 F(2d) 646. 

129 All Americas Trading Corp., T.C. Para. 
7249, C.C.H. 1958. 

™ Boykin, 29 T.C. 813. 

1 TIR-67, January 31, 1958. 

™1.T. 4027, 1950-2, C.B.9. 

3 Bankston v. U.S. (W.D. Tenn. 57-1, 
U.S.T.C. Para. 9626, 1957 P-H Para. 72,662) ; 
Nixon v. U.S. (E.D. Tenn. 1957-2, U.S.T.C. 
Para. 9982). 

™ Peurifoy, C.C.A.-4, 1958. 

85 R.R. 58-280. 

™ R.R. 58-240, revoking I.T. 
III-1, p. 198 (1924). 

7 News Release, 1.R.-223, April 23, 1958; 
Delegation Order No. 60. 

1 BD. 6285. 

7 R.R. 57-589. 

 R.R. 58-66. 

1 Norda Essential Oil and Chemical Co., 
Inc., C.C.A.-2, 253 F(2d) 700. 

™T.C. Rule 31; Licavoli, 
F(2d) 268. 

8 T.D. 6271, Fed. Register, November 19, 
1957. 

4 Currier v. Allied New Hampshire Gas Co., 
1 A.F.T.R. (2d) 1822. Federal courts in Con- 
necticut, Delaware, Georgia, Minnesota and 


1988, C.B. 


CCA-6, 252 


















records. 





New York permit inspection and copies if in 
possession of the parties. 

*© American National Bank of Jacksonville, 
C.C.A.-5 (Florida), 255 F(2d) 504. 

“RR. S239; Nicos, D.C. SD. Als, 
April 18, 1958. 

** Colony, Inc., 78 Sup. Ct. 1033. 

“8 U.S. v. R. F. Ball Construction Co., Inc., 
78 Sup. Ct. 442. 

1° Constantine Thomas, et al., T.C. 1957- 
244; Holland, 348 U.S. 121 (1954). It would 
seem more reasonable to expect the taxpayer to 
carry the burden to establish the legitimacy of 
these increments. See Massei, 78 Sup. Ct. 495. 

° Muriel Heim, C.C.A.-8, affirming 27 
TC. 276. 

1 07.5. v. Hulley, U.S. Florida, November 
10, 1958. 

*2 Com’r v. Stern, Sup. Ct. June 9, 1958, 
afirming 242 F(2d) 322; U.S. v. Bess, Sup. 
Ct. June 9, 1958, affirming 243 F(2d) 675. 

** Flora v. U.S., Supreme Court, June 16, 
1958. But if the taxpayer pays his tax defi- 
ciency in instalments, is he denied his right 
to a refund claim on merit until all of his in- 
stalments are paid? If so, does not the two-year 
statute of limitations, limit the amount of the 
claim? 

™ Bennett, 30 T.C. No. 11. 

°° General Motors, 147 F. Supp. 739. Hence 
on current sales, exclude a reasonable estimate 
of the cost of fulfilling special warranties. On 
past sales, tax refunds are in order only in 
special situations. For manufacturers’ excise 
taxes imposed before January 1, 1955, there is 
a four-year statute of limitations after payment. 
Sec. 3313 (1939 Code). For refunds of such 
taxes imposed after December 31, 1954, there 
is a three-year statute of limitations after the 
tax return was due or within two years after 
payment. Sec. 6511 (1954 Code). 


IT TAKES — handling and training of personnel . . . 
purchase and maintenance of machines . . . prepara- 
tion and checking of an ever increasing number of 


There’s one sure way of getting rid of this manage- 
ment Frankenstein — 

R & S high-speed, electronic 
PAYROLL ACCOUNTING 

. .. one, low cost for the entire job — in direct pro- 
portion to number of employees — 75 or 2,500! 


“Meeting A Payroll Takes More Than Money” is the title 
of our booklet giving full details of this time and money- 
saving service. A request to Dept. C will bring a copy 
without cost or obligation — it’s worth your study! 


RECORDING & STATISTICAL CORPORATION 


Executive Offices: 176 Broadway, New York 38, N. Y.. 
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MONTREAL 
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Working Hours Up 

One barometer of economic activity, the 
amount of overtime work, shows an in- 
crease for two consecutive months. In June 
1958, overtime hours increased for the 
second straight month. A dip in overtime 
began early in 1957, well before the reces- 
sion was really felt. By April 1958, over- 
time had a low average of 1.5 hours a 
week, or 53% below the 1956 average. 
Since then, it has recovered to an average 
of almost two hours a week. Most of the 
recent gain has been in the hard goods in- 
dustries, those hit worst by the recession. 








CONTROLLERSHIP INFORMATION SERVICE 


olen 


This Electronic World 


Socony Mobil Oil Company, Inc. is de- 
veloping a world-wide network of elec- 
tronic computers linked by transceivers 
and other means of communication. The 
computer network is being used to solve 
many problems such as spacing of oil 
wells and shifts in product distribution 
patterns throughout the world. 


e 
An electrostatic teletypewriter reported 


to be capable of producing 3,000 words a 
minute has been developed jointly by the 


A digest of information developed by Controller- 
ship Foundation in answer to a recent inquiry. 


ALLOCATION OF FRINGE BENEFIT COSTS 


On the basis of data supplied by 18 companies ranging in 
size from $150 million to $1 billion net sales and from above 
2,000 to over 75,000 employes, Controllership Foundation pre- 
pared a summary i of company practices with regard to the 


allocation of fringe 


nefit payments. 


All 18 respondents have group hospital/medical insurance, 
group life insurance, and retirement programs, of which from 
60% to 100% of the costs are paid by the company. These costs 


are allocated in one of three ways: 


Eleven companies (61% of total respondents) allocate the 
costs to final products through manufacturing plant accounts ; 

Three companies (16%) allocate the costs to final products 
indirectly through general administrative accounts ; 

Five companies (23%) distribute such costs to either units, 


departments, branches, or plants. 


The reason given for allocating fringe benefit costs to product 
costs is that they actually represent employment costs and there- 
fore should be treated in the same manner as payroll. 

Stated reasons for prorating fringe benefit costs to follow 
the distribution of salaries and wages are: 

1. Fringe benefit costs are a component part of labor costs 
and vary with the amount of labor employed ; 

2. Fringe benefit costs are controllable on a department level 


along with payroll costs; and 


3. Prorating the fringe benefit costs to cost centers, along 
with salaries and wages, will aid in establishing accurate product 
costs, inventory values, and selling and administrative expenses. 

Of the 18 respondents, only one has an employe savings plan, 
the only cost to the company being that of recordkeeping, which 
is absorbed in administrative expense. Two of three companies 
having stock purchase plans allocate costs as follows: one, to 
general administrative expense; the other charges the costs di- 
rectly to plants; the third reports that the discounts are not 


recognized on company books. 


—FAM 





Up BS 8 | ee eee 


i es sinh SRS JANUARY 1959 





42 





Burroughs Corporation and the Army Sig. 
nal Research and Development Labora. 
tory. The system can be developed further 
so that theoretically its all-electronic page. 
printing system can produce 500,000 
words a minute. The machine will be of. 
fered to industry in 1959 and will sell at 
$5,000-$15,000, depending on the attach. 
ments ordered. 


Automation at Work 

American Machine and Foundry Com. 
pany has a process to make bread dough 
by automation in a continuous operation, 
The equipment, which replaces three sep- 
arate bakery departments, turns out 4,000 
to 6,000 one-pound pieces of dough an 
hour and takes up 75% less floor space 
than that needed for the traditional 
“batch” method. The machinery requires 
only two operators and will cost about 
$140,000. 


Capital Spending Plans 

A survey on capital expansion plans of 
large industrial corporations, developed 
by Walter Kidde Constructors, indicated 
that capital spending in 1959 would be 
lower than 1958 and that any legislation 
to provide five-year write-offs would have 
little significant effect in 1958-59. 


Aid to Education 

American companies have boosted sub- 
stantially the percentage of gift money 
they direct toward education. A survey by 
the Council for Financial Aid to Educa- 
tion showed that, in 1956, 275 companies 
channeled 34% of their total gifts to edu- 
cation, compared with 21.2% given by 
326 companies in 1950. Gifts to educa- 
tion by the 275 companies in 1956 totaled 
$28.7 million—these companies had a net 
income in 1956 of just over $11 billion. 


Efficiency Through Standardization 

The American Standards Association 
reports that the Army has progressed far 
in standardization with the result that 
money has been saved and efficiency in- 
creased. From July 1955 to March 1958, 
about 82,000 items have been eliminated 
from its inventory. 


Business Growth 

The United States ended 1957 with 
30,000 more business firms in operation 
than it had at the end of 1956, and 
670,000 more than in 1946, according to 
the National Industrial Conference Board. 
The U. S. business population stood at 
4.3 million at the end of 1957. Nearly 44 
out of 100 of these concerns were en- 
gaged in retail trade and an additional 18 
were in service industries. The numbet 
of manufacturing concerns has been de- 
clining in recent years and by the end of 
1957 there were only 6,000 more manu- 
facturers in operation than at the end of 
1946. 
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Rapid Tax Depreciation 

The American Institute of Certified 
Public Accountants has recommended that 
corporations using rapid tax depreciation 
in their tax accounts should also use the 
same methods in their reports to stock- 
holders. If not, the AICPA says that taxes 
which are saved now and deferred to fu- 


ings as reported to stockholders. The pre- 
vious position of the AICPA, taken in 
1954, was that it was not necessary to give 
current recognition to such deferred taxes. 


Consumer Credit Up 

A six-month decline in consumer credit, 
seasonally adjusted, came to an end in 
August, according to the Federal Reserve 
Board. The up-turn came despite continu- 
ation of a decline in automobile credit. 


The Debtor Economy 


The total amount owed by individuals, 
businesses, and federal and local govern- 
ments now amounts to $750 billion, ac- 
cording to the Chase Manhattan Bank. 
This figure is about 1.7 times the value of 
a year’s national production and it is at 
the same ratio that has prevailed since 
1900. 


Personal Income 

Total per capita personal income passed 
the $2,000 mark for the first time in 
United States history last year, reaching 
$2,027. Between 1950 and 1957, per 
capita personal income for the nation as a 
whole increased by 36%, according to 
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the National Industrial Conference Board. 
Total personal income in the U. S. stood 
at $345 billion in 1957, an increase of 
more than 50% over the 1950 level. 


Federal Tax Collections 

The Government’s 1957-58 fiscal year 
tax collections ranked just behind the 
previous year’s $80.2 billion record. A 
$600 million gain in individual taxes to 
$47.2 billion failed to offset a slide of 
neatly $1 billion to $20.5 billion in cor- 
porate income and profits taxes. Excise tax 
_ went up slightly to $10.8 bil- 
ion. 


Foreign Investments 


Americans added about $4 billion to 
their foreign investments in 1957 and 
about $1.75 billion in the first half of 
1958, according to the Commerce Depart- 
ment. Of the 1957 addition to overseas 
investments, about $3 billion went to for- 
eign subsidiaries in branches of U. S. 
companies. The bulk of the growth rep- 
tesented increased investments by the pe- 
troleum industry. Investments in Latin 
America made up 40% of the total over- 
seas investments. Earnings on U. S. in- 
vestments abroad rose to $3.7 billion in 


ture years by the use of fast depreciation | 
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eas previous literature on budgeting 
deals with generalities, a few specific com- 
panies, well-known principles ........ 


BUSINESS BUDGETING is a research study that 
surveys the actual management practices of 424 
companies as they are being used in successful 
operation today. 


THERE IS NO OTHER BOOK LIKE THIS IN PRINT 


Based on personal, probitive-type interviews 
from president to foreman and the men in 
between—validated by mail questionnaires— 
you will get the complete picture on: practices 


and procedures used to implement manage- 
ment planning and control . . . techniques 

. emphasis on line and staff personnel 
participation the use of reports on 
several levels of management . . . how 
budget procedures enter into basic functions 
of planning, coordinating and control .. . 
an appraisal and summary of the budgeting 
practices enumerated in 93 tables, 12 figures 
and 4appendices . . . and much more. 


BUSINESS BUDGETING is the only book on profit-plan- 
ning that covers a broad range and still telescopes the 
complete process so that every facet of successful budg- 
eting is pinpointed for you. 


BUSINESS BUDGETING $12.50 


($10.00 to members of Controllers Institute of America) 


Write to: 

CONTROLLERSHIP FOUNDATION, INC. 
DEPT. 19 

TWO PARK AVENUE—NEW YORK 16, N. Y. 
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1957, up nearly $300 million over 1956. 
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TOP MEN .... 

The Jamaica Water Supply Company, 
Jamaica, N. Y., announced the election of 
Gerard J. Dierker as president effective 
January 1. He is succeeding Daniel J. 
Hennessy who retired after 13 years as 
chief executive of the company. Mr. Hen- 
nessy who will remain on the Board of 
Directors was active in the affairs of Con- 
trollers Institute as well as its research 





MR. DIERKER 


arm, Controllership Foundation, having 
served each organization as president, 
1933-34 and 1947-49 respectively. 


NEW CONNECTIONS .. . 


Vernon E. Cuneo has joined Electro Tec 
Corp., Hackensack, N. J., as controller. 
. . . Richard H. Watson is now controller 
and assistant treasurer of Pacific Ocean 
Park, Inc., Santa Monica, Calif. ...C. G. 
Mitchener has become general controller 
of Illinois Agricultural Association, Chi- 
cago, Ill., an affiliate of Illinois Farm Sup- 
ply Company. 





MR. HENNESSY 


ADDITIONAL DUTIES... 

Harry E. Green is now vice president 
and treasurer of Lone Star Cement Cor- 
poration, New York. 


NEW APPOINTMENTS .. . 

M. Bruce Tennant has become vice 
president in charge of Administration and 
Finance of his company, W. Clark Lim- 
ited, Montreal, Quebec, Canada. . . . Kor- 


MR. SIMPSEN 


dite Corp., Rochester, N. Y., announced 
the appointment of Myron V. Jacobs as 
treasurer. . . . Joseph J. Kenney has been 
named controller of the Jamaica Water 
Supply Company, Jamaica, N. Y. 


PROMOTIONS .. . 

The Fox Paper Company, Cincinnati, 
Ohio, recently elected Marion H. Simpsen 
as company controller. . . . Harold R. 
DeJager was elected treasurer of Oxford 
University Press, Inc., Fair Lawn, N. J. 
. . . The appointment of John P. Hanson 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, Iwo Park Avenue, New York 16, N. Y., before the 
first of the month to affect the following month’s issue. For 
instance, if you desire the address changed for your March 
issue, we should be notified of your new address before 
February 1. Be sure to include your postal zone as well as 


your old and new address. 





MR. DEJAGER 


as vice president-finance of Rockefelle 
Center Inc., New York, was announced 
recently. . . . Dudley F. Taylor was named 
treasurer of Colorado Oil & Gas Corpora. 
tion, Denver, Colo. 


NEW DIRECTORS .. . 

Jules L. Freed, vice president and comp. 
troller of H. L. Green Company, Inc, 
New York, of the same company. . . 
Frederick W. Ackerman, president of 
Greyhound Corporation, Chicago, IIL., of 
Yale & Towne Manufacturing Company, 
New York. 


EXTRACURRICULAR ACTIVITIES ... 

Ray A. Scott, comptroller, Northwest 
Bancorporation, Minneapolis, Minn., has 
been reappointed to the editorial advisory 
board of the American Institute of Certi- 
fied Public Accountants. 


SPEAKERS ... 

K. M. Pennington, controller of Leon- 
ard Refineries, Inc., Alma, Michigan, re- 
cently presented a case history of the 


MR. REDMAN 


punched-card accounting system serving 
his company and its special “mark sense” 
labor and material distribution features at 
an IBM Customer Executive Conference 
at San Jose, California. Mr. Pennington 
also had a paper published in the New 
York Certified Public Accountant, Oc 
tober 1955, on ‘The Application of Use 
of Machines and Electronics in Business.” 

Harry Kane, treasurer and controller of 
Georgia-Pacific Corporation, Portland, 
Oregon, and a director of the Portland 
Control, Controllers Institute, addressed 4 
recent joint dinner meeting of the Oregon 
Society of CPAs and the Portland Chapter 
of the Institute of Internal Auditors on 
the subject of ““Employe Embezzlements.” 


HONORS TO... 

Theodore G. Redman, comptroller, 
Swift & Company, Chicago, Illinois, who 
has been appointed chairman of the Ad- 








visory Council on Federal Reports, Wash- 
ington, D. C. Other members of Control- 
lers Institute serving on the Council are 
Lisle W. Adkins, comptroller, General 
Dynamics Corporation, New York, and 
William T. Brunot, controller, Reynolds 
Metals Company, Richmond, Va. 
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Is your firm telling high school seniors and college students about 


rving ¢ the broad area of accounting careers today to insure having adequately 
ea 25 per cony trained accounting personnel tomorrow? 
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pe DESIGNED FOR DISTRIBUTION The National Committee on Education of Controllers Institute of 
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How to get rid of 
the “ghosts” in your 
property records 


Do you know whether every piece of equip- 
ment listed on the property records actually 
exists in the plant? 

More often than you might suppose, ma- 
chines are sold, scrapped or replaced and yet 
remain on the list of physical assets. 

One of the advantages of an American 
Appraisal study is the elimination of “ghosts” 
in property accounts—giving you a more ac- 
curate basis for figuring costs, profits and 
taxes. 


Since 1896...LEADER in PROPERTY VALUATION for 
Property control * Accounting ¢ Insurance 
* Taxes * Corporate financing 


The AMERICAN 
APPRAISAL 


Company‘ 
Home Office: Milwaukee 1, Wisconsin 
Offices in 18 Cities Coast-to-Coast 











A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 


Consulting Engineers 
Park Building Yonkers, N.Y. 
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April 1958 
ARE CONTROLLERS PLANNING 
FOR THEIR OWN RETIREMENT? 
James V. Class 


May 1958 


KEEPING BUSY THOUGH RETIRED 
Royal B. Alcott 


Two Book Reviews 
April 1953 
Some Observations on Executive Retirement. 
By Harold R. Hall. Reviewed by K. Y. Siddall 
May 1958 
Retirement: A New Outlook for the 
Individual. By Gifford R. Hart. Reviewed by 
Louis M. Nichols 


$7.00 
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Happy New Year: Happy Budgeting 


(Continued from page 18) 


considerable amount of time explaining 
exactly why their budget was not met. 
Most of the time the answer was that they 
had budgeted for a charge in a particular 
month but the charge had actually come 
through in an earlier or a later month. 

In considering what to do about this 
problem, we concluded that it would be 
too costly and impracticable to attempt to 
accrue for every element of advertising 
expenditure at the time the liability arose 
and that, since plans were constantly be- 
ing changed to meet new situations, a 
monthly dollar budget was causing a lot 
of unhappy managers and making for un- 
happy budgeting. Accordingly, we te- 
vised our thinking and adopted an annual 
advertising budget broken down by spe- 
cific jobs. The total budget for the year 
may be increased or decreased each month 
for added or deleted jobs or other 
changes in previously approved jobs but 
with a few minor exceptions, principal 
control is now secured by relating actual 
expenditures on advertising jobs to 
budgeted expenditures contemplated at 
the time the ewe was set at the begin- 
ning of the year and changed under an 
approval system where necessary. 

For purposes of charging company 
earnings each month with that month’s 
fair share of the advertising expenses, we 
merely charge off a proportionate total of 
the year’s contemplated expenditures, so 
that the earnings of individual months are 
not influenced by the ups and downs of 
advertising bills being processed for pay- 
ment. This system has largely supplanted 
the quarterly and by-months-within-each- 
quarter budget-setting process for adver- 
tising expenses that formerly existed and 
we find that we have much better control 
over these expenses than we formerly had 
when the primary emphasis was on relat- 
ing the amount spent in a particular 
month to a previously determined estimate 
of what would probably be spent in that 
month. Therefore, principle #7 of happy 
budgeting is: 


Do not expect managers to set monthly 
budgets for erratic expenditures that are 
not necessarily incurred on a monthly 
basis. 


If this is done, managers will be spend- 
ing too much of their time explaining 
variances from budget because of the 
erratic nature of the expenditures. 

Incidentally, we do not include certain 
items which accountants put under other 
deductions from income and _ financial 
income into budgets, because these are 
expenses that are somewhat uncontrol- 
lable as to timing and we feel that to in- 
clude them in budgeted expenses would 
detract from the effectiveness of our 
budgetary control. This includes such 


items as experimental expenses, capitd 
gains or losses on the sale of equipment, 
exchange gains or losses, royalty income 
and similar items. We try to have as many 
people participate in budget-setting 4 
possible, recognizing that there is a practi. 
cal minimum level down to which con. 
fidential information, such as salaries, cap 
be released. 

And now a few words about the role of 
budgets in the area of manufacturing 
costs. As indicated previously, the primary 
control over manufacturing costs in our 
company is the unit cost of the finished 
product and it is our objective to produce 
every product we manufacture at the 
lowest possible cost consistent with 
quality, safety, and service standards 
Since most of our manufacturing costs are 
direct costs which vary directly with the 
volume of output, the use of dolla 
budgets does not come into play. Direc 
unit costs are controlled by seeing that 
they stay within a predetermined esti 
mated unit cost which may be an historical 





cost, an historical cost increased or de 
creased for certain reasons, or a standard 
cost that has been set independently of 
the historical record. We have many dif. 
ferent situations at USG and it is not the 
purpose of this article to dwell on how 
the cost objectives are arrived at. 

It is the plants’ responsibility to stay 
within the total budgeted unit cost of the 
finished product and so the indirect costs 
must be kept within bounds so that when 
they are prorated to individual produd 
costs the resulting indirect cost per unit 
of each product will not be out of line 

Unlike direct costs, indirect manufac. 
turing costs are susceptible to dollar 
budgetary control. They are also subject 
to more immediate changes as over-all 
production volume increases or decreases 
at a given plant, than is the case, say, 
with general and administrative expenses. 
In the area of indirect manufacturing 
costs, small (or routine) maintenance ex 
penditures are controlled on a per unit of 
product basis, i.e., if production increases 
the amount of money spent for oiling 
greasing and similar routine maintenance 
goes up proportionately. The larger, ot 
what we call nonroutine maintenance e& 
penditures, are controlled, however, on 4 
dollar budgeted basis with an approved 
maintenance work order prepared for 
each project. The amount spent on non- 
routine maintenance at any plant in any 
month is under the constant review of the 
manager of maintenance in the head 
office. Other factory overhead such as the 
plant office, the quality, engineering, and 
personnel departments are also controlled 
on a dollar basis. 

You might be interested to know thal 





in our company we do not charge depre 
ciation to plant costs because we have 
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found that the fixed charge is so large as help expense than to provide a budget al- | ADVERTISING INDEX 
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RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 
Address box number replies to 
THE CONTROLLER 
Two Park Avenue, New York 16, N. Y. 
Replies will be forwarded. 





SITUATIONS WANTED 





CONTROLLER-TREASURER 
Financial, administrative executive offers 20 
years of diversified top-level experience, func- 
tioning with management group. Practical 
experience executive duties includes financial, 
organization planning, banking relations, SEC, 
underwriting activities, developing expansion 
and cost-reduction programs; analyzing and in- 
terpreting costs, budgets, inventory and finan- 
cial controls, all phases of general accounting, 
internal auditing, systems, procedures, taxes, 
financial and comprehensive reports. Certified 
public accountant. Will travel from New York 
home base. High salary. Box 2341. 


CONTROLLER 
ASSISTANT OR DIVISIONAL 


Broad accounting and administrative back- 
ground national multiplant manufacturer in- 
dustrial, government, and consumer product. 
Nine years divisional controller top accounting 
responsibility plus other management assign- 
ments. Growth- and cost-conscious training 
available for improved opening. College, mar- 
ried. Buffalo, N. Y. area. Can relocate. Box 
2363. 


CONTROLLER OR ASSISTANT 


Broad accounting and administrative back- 
ground with proven record of accomplishment 
at top-administrative level. Strong, practical ex- 
perience in cost, budgets, systems and proce- 
dures, and management controls. Will relocate. 
Resume on request. Box 2369. 


CONTROLLER OR ASSISTANT 
CPA, B.S. degree, age 37, presently in charge 
of accounting for major multicorporate inter- 
national contractor, supervising large staff of 
accountants. Over 10 years with national cer- 
tified public accounting firms and three years 
in private accounting. Experienced in admin- 
istrative financing and forecasting, financial 
reports to management, SEC reports including 
registration statements, audit supervision, taxes 
both domestic and foreign, cost and budget 
analyses, integrated data processing and system 
installations. Prefer Oklahoma, Texas or sur- 
rounding states. Box 2370. 





NOTE: THe CoNTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
amn nor does it guarantee any item bought or sold. 
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Speeded at Van Raalte 


BY-PRODUCT of a work-in-process in- 
A ventory plan recently adopted by the 
Van Raalte Company at its North Tona- 
wanda, N. Y., knitting mill to keep better 
track of its $3 million annual fabric in- 
ventory is a simplified physical inventory 
system. The physical counting of stock— 
a twice-a-year undertaking—formerly re- 
quired two weeks; it is now done in one 
day. 

In the past, the physical counting of 
stock was a costly, production-disrupting 
procedure, requiring from 300 to 500 
manhours. Many of the inevitable errors 
in hand transcription were inade first by 
inventory crews in the plant and later by 
clerical help in the office. These and the 
hand-posting have virtually disappeared. 
There also used to be a delay of two 
weeks before the final inventory figures 
could be readied in the office for manage- 
ment and auditors. This part of the job 
now takes two days. 

The old system operated in this fash- 
ion: The plant was divided into 50 con- 
trol centers, two men were assigned to 
each center for counting and posting in- 
ventory totals. Large inventory sheets— 
as many as 250 per inventory—were used 
and each item was hand-posted in the 
plant as goods were tallied. In addition to 
count, other identifying information such 
as pattern number, code number, etc., had 
to be posted by hand. Then totals were 
added onto the sheets. As many as 6,000 
inventory items had to be counted in this 
time-consuming yet hardly unique fash- 
ion during the normal physical inventory. 
After posting by inventory counters in 
the plant, the sheets were forwarded to 
the office for preparation of the final in- 
ventory reports. 

At present, the physical counting of 
the fabric inventory is aided greatly by the 
Knitters Ticket which is one of the three 
basic forms used by Van Raalte in its 
work-in-process inventory plan. The other 
two basic forms are the Gray Inventory 
Control Card and the Pattern Summary 
Card. The Van Raalte inventory plan is 
based on Royal McBee Corporation's Key- 
sort system. 

The four-part Knitters Ticket accom- 
panies the work through all processing 
stages. When the knitter finishes the first 
production stage, she hand-posts the proc- 
essing information on the ticket. The 
material then moves to the gray stock de- 
partment for inspection, weighing and 
storage. All three activities are posted on 
all four copies of the Knitters Ticket via 
waxspot carbons on the backs of the top 
three copies. After posting, the ticket is 
separated. The last two copies remain 
with the fabrics in the stockroom for 
physical inventory purposes. The first two 
copies are sent to the office. In the office, 
the two tickets are joined with the Gray 





Physical Inventory Simplified, 


Inventory Control Card of the same ticket 
number. Keysorting helps to match the 
Knitters Ticket with the Inventory Cop. 
trol Card which remains in the office. The 
fact that the Inventory Control Card has 
a matching set of Knitters Tickets means 


that the inventory item it represents has | 


been knit. The third and fourth copies of 
the Knitters Ticket, as stated above, te. 
main with the actual piece of goods at all 
times. One is removed only during phys. 
ical inventory. 

Taking physical inventory is now car. 
ried on in this manner: As in the past, the 
plant is divided into control centers, with 
two men assigned to each center. One of 
the men counts the number of pieces of 
cloth in his area. His partner pulls the 
tickets from the goods. Both counts are 
posted on a Tag Control Record. When 
the number of tickets and that of the 
piece-count are in agreement, the tickets 
are turned over to the area superintend- 
ent. He checks to see that the count of the 
number of pieces agrees with the number 
of tickets turned in. Then the tickets are 
bundled together with the identification 














card and, together with the Tag Control ? 


Record, forwarded to the office. 
After the office has verified the count, 
the tickets are turned over to the clerk in 


charge of the Keysort system. Keysort | 


aids her in matching the Gray Inventory 


Control Card with the copy of the Knit: | 


ters Ticket. If there is a matching Knitters 
Ticket for each Gray Inventory Control 
Card, it is known that the stock has been 
accounted for. If there is no matching 
Knitters Ticket, the shortage is investi 
gated immediately. The final step is the 
use of the adding machine for the posting 
of physical inventory count for each pat: 
tern and type of goods on the inventory 
form. The fourth copy of the Knitters 
Ticket remains with the merchandise at 
all times and serves as identification of 
the pieces of cloth in Van Raalte’s North 
Tonawanda knitting mill and in Van 


Raalte mills elsewhere in the U.S.A. and | 


overseas to which they are shipped. 

The described physical inventory sys 
tem is the result of an awareness of the 
high cost of repetitive clerical work. Too 
often control systems entail copying of 
identical information from one record to 
another or a third or fourth or more other 
records. At Van Raalte when the opera 
tor of the knitting machine posts pattern, 
code, and quantity numbers on the Knit- 
ters Ticket she is at the same time making 
postings for the inspector, the stockroom 
worker, the office clerk, and, among 
others, the man working on the physical 
inventory. The one hand doing the work 
for many is in evidence in all stages of 
plant production. The result: The true 
status of the goods at all times is known 
and, more important, recorded. 
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